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S ep 2 5-73 Filed M emo End.on Further Cross-Motion same date.Motion |_| 

denied after argument without prejudic e to renewal follow- _ 

Ing of Brownstein deposition.SO ORDERED.BONSAL,J.(MN) ] 

Defts Medlsche Referatan_CExcerpta Medlca)N.V.-,Infonet_ 1 - 

(Excerpta Medlca -Rescona)N.V.and Eltrac(Infonet)N.V. I 

_Af fdvts6JJotlce of Mq^t_ior^ dismissing complaint .ret. . ... 

~ _10/15/73,9:30 A.M.,Room 1506. _ _ . .j_ j 

Sep 27-73 Filed Defts(same _a^: nd.^ove)M^orandum of Law. _ _ |_ 

Sep_21-73_Filed ORDER.Pltff a ppe ar for deposition upon oral examination— - 

by Deft.Marine Midland Bank-New York on 10/9/73,10:00 A.M.^_ 

Room 1306 e^^a£ injilcated.Ordered that at 10:00 A.M.,.;_[_ 

10/16773 deft Marine Midland Bank-New York will produce _ 

for Inspectlon&copylng by pltff,documents specified. _ _ 

__^NSALjJ. (mnj_ . . _ 

gp p 28°73 _Filed Deft.31 Cq Infomatloa^etc. s ANSWER .. ....LWfiit — 

Sen_2i-_Il__Ellod_ANSliER_r>':-l!elt_MfllrL Lalrr^ntx & Co.- ^ ILSFH&l — 

Oct.J.Q-71-i-Fllfid Pefta^TTlne Midland. BankrNY and JoeUBrownsLeln's-No»|-- 

tlce of Motion adjourning return date pltff 's mo tion! _ 

that action be maintaine d a s class action to 11/12/73,_ 

etc.as Indica te d._____ 

Oct. 16-73 Filed st lp & order that p JL^ff_*s tnoy^on fqr_cla ss d e‘termlnati^anj- 

be adj. from 1-15-73 to 11-19-73. Bonsai,J. _ _ __ 

Oct. 2 5-7 3_ File d pltff *3 pre llmlnar.y. staten\ent_ln oppositioiu.tQ_deft 'a.,. 1- 

motion to dis miss. __i. - 

Oct. 25-73 Filed af f idavit_of ]^R.^Fe.ltpn In. opp.psir Ion, to mottonto. di,8in|la8._ 

Oc t. 15- 73_Filed add It lona_l_ameiided summons with, marshals return. Servedc- 

Eltrac(Infonet N.V. by R.Feltan _ on 9-12-71_ 

Gerald L. Brodsky '' " '*__” _ _ 

Infonetj[Exerpta_Medtca-R.Escona_hjjyi.. ^ R*EeJ-tfiIl_-'- 9-“12"73.-- - 

Irving H. Sher by R. Fe lt an_■ ._ 

Marvin Riesenbach by R. __" 9- 14-7 3._ _ 

-ArThurliT'Eli^^ L. --_-__ Z:^2-7}}._ 

.tov.5^73 [Filed pltff's affldayit.fit noLicr of motion to amand complalntj,— 

" ^ 'ret. 11-17-73. _ .... . . , . _ 

NoT[w 3 _TFlled_Pitfrs law in support of his motion ret, _ 

" ■ ! il-12-73. _ _ 


Nov.5-73 {Filed deft's (Main_ Lafrentr & Co. )_affl<^vU_& notice of motio|i, - 

—~^ii/1pTnent ret.TT“ 12“T3T _ 


'summary retTIl“T2-7TT _ 

—6h”page ^5 
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!!!:7 

6A-I0?Z5?7r5 _— 

.ov^5:73 iFlled pUfrs notl^to take dopoa itio n of leftTM.Ufrentt. 

_I _ (Filed on 10-25-73) -- 

■^•5j;734Flled_pltff:s, notice, to take, deposit Ion.of deft M lefe - 

^ov .7473 |f 1 l.ed 'loft>_Mari4,e_Mi^and_Bank-N.opposltl^ 
ro^'7-71^~ niot ion J^anend complaint. 

-R.w.Foss in opposition to pltif'Tm^ion iet ^ 

__ amended complaint. r- 

Ipv l:i73| Filed_Deits_A^ur_W_i:ilas« 1 ^ i^Ries^balh s”Notrce oTT^-- 

-1 - iearance .by Atty__ ~ I 

ov 9 73 -rn^Kynen in opposition to motion to amend ' 
o^9.73jFHod def^s_lMaln u_frentt.& Co.^.aXf.ldavlt i notice “ 

oV 9 :^^!,-en f Iy?-Jird?r._«ay.lns_a_l 1 _discoverx ret. 1 1 , 

^^ ^-di.TbL 2 _notice o f ppp.q ar.'mce._ 

™^^”/lM_Plt£IL^f.«ldoyi.l4.notlc^f motion to;Tme'^J“c^ 7 lai;;^^ 
_i. . ret J ^ 19-71.- - - -T-- 

. .50!norandum_pt_law.ln .yjpport. .oiJils_motlpn_rct. 1 i j 

lv .^-73 iFlled.affl.d_ayit .of .R,p,FeIton. In.oppo.sJ.tIcmlt^Tfl^s motlpni ^ 
_ i>r sjjmmary judgment. ’ ^ 

73 tiled pltff's men^ancim_^ law qf his motiorTto i ' 

amend complaint -- --x_| -^ _ 

'v._?-_73 Filed.addendum of R^.pelton to opposUl^ affidavit I 

V.9.-73 riled.reply..af.fldaYll oL.i.R_FeUoa to deft'a Main .lafrenta^^^r" 

°PP°®r'^^Pi’ t9 Pltff's.motion.to.amend complaint._ j 

ov J'..-72 .Find .iii!„n,r.,nc.m.Qi' ..oft.. ikun LufrconLL Co. .ionpoGaiUonj. ,_~ 

- -i-t.o^pJjJ'X.' ..^■iiotJ on ,___ ~l~~ 

V5.'7|^ Filed deft ' s Ricsenbach,Kl j^as .5her memorandum in opposition, 

_^ to_ motion for_clji^s action. ^ 

'^■^^-lZ.3, FiJ-od affidavit of R.r,.Lyon in rrspondae to pltff^s motTon. f ' 

'tl.' 73,1 ilod deft ^ llarinL I^^land, Cank-Nm yurk A JoeL Rrowns tpin In 
_ ‘Opposit ion to pUff's motion for class action. ui —p- 
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Noy.16-7:^ Filed affidavit of R.W.Lyon Re: deposition of pltffl j 

Filed deit'.S Weljton 4 COj.fii Janies Niiisan In onposlclor to 
motion for class action. f » 

Nov 15-7LJ| Filed supplemental affdv^^f RobertJR^ Felton ' by p .tf I s . 

Nov. 29-73j Filed -amended c omp l ain t ._ _ _ 

Dec. ^-73jFiled Memo-endorsedon pltff's^mended complaint filed 11-29-73. 

- —_ Leave to file the amended Complaint is granted.. 

So ord ered. Bonsai,J. 

Dec^l3-73 Filed deft's (Main Lafi^ntr. & Co.) affidavit &^otlc6 of mptlorr,rfct 
j 12-31-73. to dismiss complaint 

Dec. 13-73* Filed deft's memoi^ndum_of_law in support of mcjtion ret. ^-31-73. 
'Filed certain deft's affidayit & nqti^ of motion to dismiss, 

_ 1 _^latest amended complaint ret. 12-31-73 . 

bec/18j:73 Filed deft's 3i CO,. Information Interscience Inc. notice of 

j motion to dismiss amended complaint as to them rot.12-31 73. 

'® memorandum in support of motion to dismiss comp^laint, 
j ret.12-31-73. ' ' ' 

De^. 18-73 jFile^a^idavit of service by Frank Addis. I | 

Jan. 4r74 Filed pltff's memotanilura in .opposition to deft's motjions to » 

_ _ dismiss pltff's amended complaint. j 

Jan_.4-74 _ y^led pltf^|_s ®xhll^ts_A to F anneKad to rc["'.y memoijandum. 

Jan. 4-74 jFiled deft's (Walston & Co._&_J.Nissan will take deposition. 

ofpltff. (Filed on 12-17-73.) I ! 

an.4-74 ] Filed ANSWER of_deftJs_Walstj)n_& Nissan )^ secotnd amended, ] 

I complaint. tFlled 12-17-73) _ 1 i _ j _ 

J**'^28-74 I File d d eposition of J.S. Brovjnste^ ta'en on_10-16-7i. m/n J 
Jan.29 74 j Filed doposition of pltff ._ t_aken on 10-9-73. m/n _ j 


So ordered. !<on>al,J. 


an^endjedj 


complaint. Judgment Ent. Clerk. m/n Ent.4- 

^pr.3-74 Filed deposition of pltff taken on 10/9/73.(an) 
^pr.3-74 j Filed Contd." " " " 10/11/73..(mh) 
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'"If f»K 'T I i I 
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.tiled Pltff's notice of appeal to the IJ. S . t;. A J f roJ 

T1 l/'l fP 1) M M 1 .1 . . « M ^ _ I 1 


I T 1 . , .. - . w.o.i,.A.; i roiM 

- -I-.. Jydg.. l!onsa_l_,latod_3-29,74,. Hailed cople, l, pH 
Kaye Scholar Flerraan Hays 6. Handler, Leonielll 


Shea could cl,.u„.o . ..a™e., . Sui»ua„ . 
Anderson Russell ^ Kill. 
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'l^d.Abbott & 
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( • i > t4(i li in 

1 MotuMrNr 
Ml Tli»«HS 


Maj^M-MFiled Uiu.of coats in favor of deft’s Uarine i 
- Joel Brownstein onlv in ^ho o.i», f, . 


,doel Brownstein oninrthe 
Judgment $74,436. 
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pl^'s memorand^ ljn suppprt^^ mqtJ.on L 
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CLASS ACTION COMPLAINT (Filed May 17, 1973) 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON 


Plaintiff 


- against - 


WALSTON AND CO., INC., JAMES NISSAN, 
MARINE MIDLAND BANK-NEW YORK, JOEL "DOE", 
Last Name Being Unknown and Fictitious 
and 3 I CO./INFORMATION INTERSCIENCE,INC. 

Defendants 


CLASS ACTION COMPLAINT 

PLAINTIFF’S DEMAND 
TRIAL BY JURY 


Plaintiff, on behalf of himself and all other purchasers 
of securities of defendant 3 I Co./Information Interscience, Inc. 
from defendant Walston and Co., Inc. and/or through the fiduciary 
department of defendant Marine Midland Bank-New York, for his 
complaint, upon information and belief, complaining of the defen¬ 
dants herein, alleges: I 


JURISDICTION AND VENUE 


1. The action is commenced under The Exchange Act; The 

Securities Act of 1933; the rules and regulations of the Securities 
and Exchange Commission promulgated thereunder; The General Busi¬ 
ness Law of New York and common law principles. Jurisdiction is 
based on The Securities Act of 1933, 15 U.S.C. Section 77a and The 
Securities Exchange Act of 1934, 15 U.S.C. Section 78aa, as amended 
and pendent jurisdiction. j 

2. The acts and transactions complained of herein occur;ec 


II 
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in substantial part within the Southern District of New York. 
Defendant Walston and Co., Inc. maintains brokerage offices within 
the Southern District. Defendant. James Nissan is employed by 
defendant Walston and Co., Inc. at its office at 77 Water Street, 
New York, New York. Defendant Marine Midland Bank-New York main¬ 
tains branches throughout the City of New York. Numerous of the 
alleged transactions occurred in the Southern District and offer¬ 
ings of securities involved herein have been made to plaintiff and 
the class within and from said Southern District, and defendant 
3 I Co./Information Interscience, Inc.'s (hereinafter referred to 
as "3 I") securities were traded "over the counter" and were sold 
by defendant Walston and Co., Inc. to plaintiff and the class in 
New York. 

3. The matter in controversy exceeds the sum of 
$10,000.00, exclusive of interests and costs. This action is not 
instituted to confer jurisdiction on this Court which it would 
not otherwise have. 

4. Defendants carried out the acts and practices here¬ 
inafter set forth by the use, means and instrumentalities of inter* 
state commerce and the mails. 

CLASS ACTION 

5. Plaintiff brings this action individually and as a 
class action pursuant to Rule 23(b) of the Federal Rules of Civil 




Ila 


li Procedure on behalf of a Class, consisting of persons and business 

ii 

ji organizations who purchased securities of defendant 3 I from defen- 

|l 

ij Walston and Co. , Inc. and/or through the fiduciary department 

I of defendant Marine Midland Bank-New York and were damaged by the 
I acts hereinafter detailed. 

j! 6. Plaintiff estimates that the Class is in excess of 

!i 

I 4,000 members; and that joinder of all members is impractical. ' 

! 

j /. Plaintiff is a knowledgeable person and will insure 

I 

i adequate representation of the interests of all purchasers and hoi- 

j 

Iders of securities of defendant 3 I. His interests are coincident 
j with the interests of all members of the Class and he will farily 
:and adequately protect the interests of all absent members of the 
Class. He has no interests which are adverse to any members of the 

i! 

|j Class. 

I 8. A Class Action is superior to any other method avail- 
i| able for fair and efficient adjudication of the controversy. It 
jj would be impossible to manage all possible actions or attempt to 
ij intervene into this action all damaged class members. Plaintiff 
jj knows of no difficulties likely to be encountered in management of 
jj this Class action. 

9. Prosecution of separate actions by individual class 
members would create risk of inconsistent or varying adjudications 
with respect to various class members. 

II 10. There are common questions of law and fact common to 


! the class. 

ii 




I 
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I 

I 


I 

j 


I 11. The questions of law and fact common to the members | 
J of the class predominate over any questions affecting individual j 
! members. I 


THE PARTIES 


j 12. Plaintiff has been both a holder and a seller of 

I defendant 3 I common stock purchased and sold by and through the 
. defendant Walston and Co., Inc. and is a holder of 2,000 shares of 
j defendant 3 I purchased from defendant Walston and Co., Inc. 

i 

J 13. Defendant James Nissan (hereinafter referred to as 

"Nissan") at all times hereinafter mentioned was and still is a 

I 

I registered representative licensed to purchase and sell securities 
I upon the exchange and over the counter and was and still is an 
j employee and/or officer of defendant Walston and Co., Inc. 

:j Defendant Walston and Co., Inc. (hereinafter referrec 

: to as "Walston") at all times hereinafter mentioned was and still 

I 

is a foreign corporation, duly organized and existing under and by 
i virtue of the laws of the State of Delaware, and authorized to 

I 

ij transact business in the State of New York, with its principal 
l| place of business in the City, County and State of New York, and ij 
I licensed and engaged as brokers and dealers in securities on the 
major exchanges and over the counter. 

15. Defendant Walston at all times hereinafter mentioned 


j "made a market" and kept an inventory of the securities of defen- 

% 

j dant 3 I. 



*» 

■i 

I 

I 

'i 13a I 

'! 1 

j 

16. Defendant Walston at all times hereinafter mentioned 

I 

j was either in a "long" or "short" position of the securities of 
j defendant 3 I and at the same time purchased and/or sold these 
I securities to the plaintiff and certain members of the class. 

•I 

} 17. Defendant 3 I Co./Information Interscience, Inc. ' 

' i 

I (hereinafter referred to as "3 I Co.") was and still is a foreign 

. i 

I corporation, duly organized and existing under and by virtue of l 

'i . i 

I the laws of the State of Pennsylvania with its principal place of 

il 

j business presently located in Houston, Texas. 

!j 18. Defendant Marine Midland Bank-New York (hereinafter 

referred to as "Marine Midland") at all times hereinafter mentionec 

j was and still is a bank duly organized and existing under the laws 

'! of New York State. 

* 

I 19. Defendant Joel "Doe", last name being unknown and 

fictitious, (hereinafter referred to as "Doe") at all times herein- 
j after mentioned was an employee of defendant Marine Midland, in its 
research and/or fiduciary department. 

20. The plaintiff and certain members of the class were 
' customers within the definition of the General Rules and Regulations 
^ under the Securities Exchange Act of 1934 and entrusted moneys and 
property to the defendants Walston, Nissan and Marine Midland for 
the puiTJOse of purchasing and selling securities of defendant 3 I. 

1 

I 

i: 


I 

I 



i 

I 


COUNT I 


j 21. That commencing on or about September 30, 1970 and ii{ 

^ violation of the rules and reguxations of the Securities Exchange 
j Act of 1934, the rules and regulations of the Securities and Ex- 
I change Commission promulgated thereunder, the General Business Law 
of New York and common law principles, the defendants Walston, 
Nissan and Doe employed manipulative and deceptive devices by crea¬ 
ting actual and apparent active trading in defendant 3 I to raise 
its price for the purpose of inducing the purchase of such securi¬ 
ties by plaintiff and the class and made false and misleading 
statements of material facts and omitted to state material facts 
which were necessary to be made in order to make such statements 
not misleading, issued inflated reports, untrue statements and 
incorrect financial statements and evaluation of 3 I's past and 
present financial condition and business operations and its future 
earnings cind prospects, thereby causing a substantial artificial 
short-term increase in the market price of 3 I, by failing to dis¬ 
close to plaintiff and the class of the existence of a close rela¬ 
tionship between defendants Walston, Nissan, Doe, 3 I's management 
and its major stockholder; in defendants Walston and Marine Midland 
failing to exercise reasonable supervision over defendants Nissan 
and Doe respectively to prevent the aforesaid; in addition, defen¬ 
dants Walston and Nissan by making a market in the securities of 
defendant 3 I, in keeping an inventory in said securities, in bein<( 
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in either a "long" or "short" position of said securities were in 
conflict of interest and in a collusive position as to the pur¬ 
chases and sales of said securities for the account of plaintiff 
and the class and despite this conflict of interest defendant 
Nissan recommended to plaintiff and the class the continuous pur¬ 
chase of said stork. 

22. As the result of the aforesaid the common stock of 
defendant 3 I was caused to trade in 1971 in excess of twenty-four 
($24.00) dollars per share and whereas said common stock was worth-| 
less and at present it is quoted at less than fifty ($.50) cents 
per share. 

23. Plaintiff and the class sustained substantial finan¬ 
cial losses as the result of the foregoing, which losses cannot nov| 
be accurately determined. 

COUNT II 

24. Plaintiff and the class repeats, reiterates and real 
leges each and every allegation contained in paragraph "1" through 
"23" inclusive with the same force and effect as if set forth at 
length herein. 

25. The relationship between the plaintiff and the class 
and defendants Walston, Nissan, Marine Midland and Doe was one of 

and trust, but notwithstanding the relationship of con — 
fi^®*^ce and trust, and in breach of their fiduciary duty owed to 
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the plaintiff and the class, the defendants Walston, Nissan, Marine 
Midland and Doe did not act in the best interests of the plaintiff 
and the class in that they employed manipulative and deceptive de- | 
vices by creating actual and apparent active trading in 3 I to 
raise its price for the purpose of inducing the purchase of such 
securities by plaintiff and the class and they made false and mis- ; 
leading statements of material facts and omitted to state material I 
facts which were necessary to be made in order to make such state¬ 
ments not misleading, issued inflated reports, untrue statements, 
and incorrect financial statements and evaluations of 3 I's past 
and present financial conditions and business operations and its 
future earnings and prospects, thereby causing a substantial arti¬ 
ficial short-term increase in the market price of 3 I and said de¬ 
fendants failed to disclose to plaintiff and the class of the 
existence of a close relationship between defendants Walston, Nis¬ 
san, Marine Midland, Doe, and 3 I's management and its major stock-| 
holder; and in defendants Walston and Marine Midland failing to 
exercise reasonable supervision over defendants Nissan and Doe 
repsectively to prevent the aforesaid. 

26. Plaintiff and the class sustained substantial finan¬ 
cial losses as the result of the foregoing, which losses cannot now 
be accurately determined. 


! 



a 


JUDGMENT 


WHEREFORE, plaintiff and the class demands judgment 
against defendants, as follows: 

(a) that this action be declared as maintained as a 
class action pursuant to the provisions of Rule 23 of the 
Federal Rules of Civil Procedure; 

(b) that defendants be adjudged jointly and severally 
liable to plaintiff and the plaintiff class for compensa¬ 
tory damages and, in addition, punitive damages; 

(c) that plaintiff be awarded costs and reasonable 
counsel's fees, 

together with such other and further relief as to this Court shall 
appear just and equitable. 


ROBERT R. FELTON 
Attorney for the Class 
42 Third Avenue 
Mineola, New York 11501 
516-746-5711 













NOTICE OF MOTION TO DISMISS DATED JUNE 28, I 973 


UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 


Plaintiff, 

-against* 

WALSTON AND CO., INC., JAMES NISSAN. 
MARINE MIDLAND BANK - NEW YORK, 

JOEL “DOE", Last Name Being Unknown 
and Fictitious and 3 | Co./ 

INFORMATION INTERSCIENCE, INC., 


JUDGE 

BONSAL 


SIRS 


Defendants. 


X 


PLEASE TAKE NOTICE, that on the annexed con^Ialnt, 
and upon all the papers and proceedings heretofore had 
herein, the undersigned will move before Hon, Dudley 
B. Bonsai, United States District Judge, In the United 
States Courthouse, Room 519, at Foley Square, New York, 
New York, on July l6, 1973, at 9:30 o'clock In the fore¬ 
noon for an order pursuant to F.R. Civ. P. 12 (b) dis¬ 
missing the complaint as to defendant 3 I Co./INFORMATION 
INTERSCIENCE, INC., for failure to state a claim upon 
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Notice of Motion to Dismiss Dated June 28, 1973 


which rellef can be granted and for Improper venue and 

awarding such other further ar'< different relief as to 

the Court may seem just and proper. 

Dated: New York, New York 
June 28, 1973 

Yours, etc., 

s/ James Weill, a partner of 
LEON, WEILL & MAHONY 
Attorneys for Defendant 
3 I Co./INFORMATION INTER¬ 
SCIENCE, INC. 

Office k P. 0. Address 
261 Mad Ison Avenue 
New York, New York 10016 
(212) MU7-5707 

TO: 


ROBERT R. FELTON 
Attorney for Plaintiff 
Office 6 P, 0. Address 
42 Third Avenue 
Mlneola, New York 11501 
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NOTICE OF DEPOSITION OF ROBERT FELTON (Filed July 5 , I 973 ) ' 


|! UNITED STATES DISTRICT COURT 
;; SOUTHERN DISTRICT OF NEW YORK 


|| ROBERT R. FELTON, 

i; 

;! Plaintiff, 

I; 

jl - against - 

ij WALSTON AND CO., INC., et al. , 




1 S I R S : 

I 


Defendants; 

-X 


No. 73 Civ.-2200 DBB 

NOTICE OF DEPOSITION 
UPON ORAL EXAMINATION 


I PLEASE TAKE NOTICE that defendant Marine Midland Bank- 

I New York, pursuant to Rules 26 through 37 of the Federal Rules of 
I Civil Procedure, will take the deposition upon oral examination of 

i| 

I plaintiff Robert R. Felton, before an officer authorized to admin— 
i ister oaths by the laws of the State of New York, at the offices 

' of Messrs. Sullivan & Cromwell, Room 1306, 48 Wall Street New 

jl 

ij York, New York 10005 at 10 a.m. on July 13, 1973. The examination 
will continue from day to day until completed. You are invited to 
^ attend and cross examine. 

I PLEASE TAKE FURTHER NOTICE that the plaintiff, pursuant 

to Rules 30(b)(5) and 34 of the Federal Rules of Civil Procedure, 

r 

li will be required to produce upon the deposition all documents des- 

ij , 

jj cribed in the attached Schedule to this Notice for inspection and 
j! copying. 

Dated: July 3, 1973 


Yours, etc. 

SULLIVAN & CROMWELL 
By William E. Willis 
Attorneys for Defendant Marine Midlelnd 
Bank-New York 
48 Wall Street 
New York, New York 10005 212-422-8]|00 
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STIPULATION ADJOURNING DEPOSITION fFMed July 16. 1973) 

! UNITED STATES DISTRICT COURT 
j SOUTHERN DISTRICT OF NEW YORK 

I- 

I ROBERT R. FELTON 


Plaintiff 


j - against - 

: WALSTON AND CO., INC., et al, 


Defendants 


73 Civ. 2200-DBB 


STIPULATION 


II IT IS HEREBY STIPULATED AND AGREED that the deposition 

I' 

I of plaintiff, pursuant to Notice, dated July 3, 1973, be and the 

1] same hereby is adjourned until 2:00 P.M. on August 1, 1973 at the 

I 

1 office of the Clerk, United States District Court, Room 601, Unite< 

I 

j States Courthouse, Folely Square, New York, New York; and it is 

I' 

j' further 

I' STIPULATED AND AGREED that plaintiff will not have any 

depositions or other discovery pursuant to Rules 26-37 returnable 

, until after the completion of the above deposition. 

. Dated: New York, New York 
i July 10, 1973 

1^ ROBERT R. FELTON _ 

I (Robert R. Felton) 

42 Third Avenue 

Mineola, New York 11501 


SULLIVAN & CROMWELL 

By_ William Willis _ 

(A member of the Firm) 

48 Wall Street 

New York, New York 10005 
Attorneys for Marine Midland 
Bank-New York 


I 






One Ch-ise Manhattan Plaza 
New York, New York 10005. 


Attorneys for Defendant 
Walston & Co., Inc. and 
James Nissan 


SO ORDERED: 
July/ » 19 73 


;J, ft 174 


U.S.D.J. 


LEON, WEILL & MAHONEY 


By 


- j. 1 t Cl 

■ - . _ _ ^ A. u ^ IP n v-m \ 


4 


(A Member of the Firm) 

261 Madison Avenue, 

New York, New York 10016 
Attorneys for Defendant 3i 
Company " Information 
Intersciences, Inc. 


I I 
t • 
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CROSS-MOTION FOR ORDER AMENDING COMPLAINT (Filed July 11, 

1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

ROBERT R. FELTON CIVIL ACTION FILE 

Plaintiff No. 73 CIV. 2200 


- against - 

WALSTON AND CO., INC., JAMES NISSAN, 

MARINE MIDIJVND BANK - NEW YORK, JOEL "DOE", 
Last Name Being Unknown and Fictitious 
and 3 I CO./INFORMATION IN'IERSCIENCE, INC. 


JUDGE BONSAL 


CROSS MOTION 


Defendant s 


I 


X 

• 1 

SIRS: 

PLEASE TAKE NOTICE, that on the affidavit of Robert R 

/ik 

Felton, .duly verified the day of July, 1973 and the annexed * 

proposed amended Complaint and upon all the papers and proceedings 

i 

heretofore had herein, the undersigned will move before Hon. i 

1 

I 

Dudley B. Bonsai, United States District Judge, in the United | 
States Courthouse, Room 519, at Foley Square, New York, New York, 

♦ 

on July 30, 1973, at 9:30 o'clock in the forenoon for an’order 

I 

amending the Complaint herein and permitting the service of the ‘ 
proposed amended Complaint on the defendants herein and awarding 
such other further and different relief as to the Court may seem 
just and proper. 


Dated: New York, New York 

July 6, 1973 


W 


Yours, etc., 

ROBERT R, FELTON 
Attorney for the Class 
Office and P.O. Address 
42 Third Avenue 
Mineola, New York 11501 
(516) 746-5711 



I 






AFFIRMATION IN BEHALF OF 31 CO. IN OPPOSITION TO CROSS- 7U^ 

MOTION (Filed July l6, 1973) ^ 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 


-against- 

WALSTON AND CO., INC. 
et al ., *' 


Plaintiff, 


Defendants. 


73 Civ. 2200-DBB 

affirmation in 

OPPOSITION TO MOTION 
FOR LEAVE TO SERVE 
AN AMENDED COMPLAINT 


,j STATE OF NEW YORK, COUNTY OF NEW YORK 

j| THE UNDERSIGNED, attorney at law of the State of New 

York, affirms on the penalty of perjury that he is a member of 
|| the firm of Leon, Weill s Mahony, attorneys for the moving 
defendant 3 I Co./information Interscience, Inc. and has had 
I full charge of this matter since its inception. 

; This affirmation is submitted in opposition to ' 

- plaintiffs cross motion for leave to amend the original 
complaint served and filed herein. 

Plaintiff apparently concedes that the original complaint 
to which defendant's motion was addressed failed to state a 
claim upon which relief could be granted against it. 

He now cross-moves for leave to serve an amended complaint 
in which he has added a third count which with respect to the 
moving defendant alleges in part; 

"IIIJ defendants Walston, Missan and Doe 
- d the of ficers and managemen t of 

concert employed manipulative 
diiG QGCGptivs devices * * ^ ” 

The quoted statement which is the only reference in 
the added count in the Complaint to the moving defendant,*adds 


I 










nothing to the original complaint. At most, it attempts to 
implicate the "officers and managemeht of 3 I", none of whom 
are parties to this action. 

In addition, the proposed amended complaint is 
demurrable and insufficient to state a claim upon which 
relief may be granted in that it fails specifically to allege 
the facts essential to the type of cause of action it seeks 
to sustain. Rule 9(b) of the Fede»‘=^l Rules of Civil Procedure. 

I 

With respect to this aspect of plaintiff's application for 
leave to serve the proposed amended complaint, the undersigned 
respectfully refers to the memorandum of law submitted in 
support of the application made by the defendant Marine 

! 

Midland Bank - New York, to dismiss the complaint on such 
grounds and begs leave to incorporate such memorandum herein. 


Dated; July 13, 1973 
New York, New York 




s Julius Winn 


/ 









NOTICE Of MOTION BY MARINE MIDLAND TO DISMISS OR FOR MORE 

™«u«ii,.aj?s!,!j^” r""...7: 


UNI 


SOUTHERN DISTRICT OF NEW YORK 
ROBERT R. FELTON, 


Plaintiff, 


-against- 


WALSTON AND CO., INC.. 
et al., 


Defendants. 


- - X 



73 Civ. 2200-DBB 

NOTICE OF MOTION TO 
DISMISS OR FOR MORE 

definite statement 




SIR 


please take notice that the undersigned defendant 
will move this Court on July 23, 1973, before Honorable 
Dudley B. Bonsai, in Room 1105, United States Courthouse, 
Foley Square, New York, {Jew York, at 9;30 o'clock in the 

forenoon of that day, or as soon thereafter as counsel may 
be heard, for an order: 

(a) pursuant to Rules 12(b)(6) of 
the Federal Rules of Civil Procedure, 
di^smissing the complaint herein; or in 
the alternative, 

(b) pursuant to Rule 12(e) of the 
Federal Rules of Civil Procedure, direct¬ 
ing the filing of a more definite statement, 

by reason of the failure of the plaintiff to comply with 
the provisions of Rule 9(b) of the Federal Rules of Civil 
Procedure, and for such other and further relief as to the 
Court may seem just and proper. 

The grounds of said motion are set forth in 


(• 



I • ^ 



M 

4 


\ 

‘I 


// 








Notice of Motion by Marine Midland to Dismiss or for more 

Definite Statement 

I the memorandum in Support of Motion to Dismiss, served herewith, 
i PLEASE TAKE FURTHER NOTICE that pursuant to Rule 9(c)(2) 

j of the General Rules of this Court, all papers in opposition to 

i 

I this motion must be served at least 3 days prior to the return dat 

t 

hereof. 

Dated; New York, New York 
July 13, 1973 


I Yours, etc. 

I 

il SULLIVAN & CROMWELL 

Ij By_ William E. Willis 

P (A Member of the Firm) 

I Attorneys for Defendant Marine 

|! Midland Bank-New York, 

P 48 Wall Street, 

[j New York, New York 10005 

(212) 422-8100 

TO: ROBERT R. FELTON, ESQ. 

Attorney Pro Se 
!; 4 2 Third Avenue 

' Mineola, New York 11501 

■ MESSRS. BREED, ABBOTT & MORGAN 

Attorneys for Defendants 
I Walston & Co., Inc. and 

Ij James Nissan 

|i One Chase Manhattan Plaza 

ij New York, New York 10005 

ij MESSRS. LEON, WEILL t, MAHONEY 

I Attorneys for Defendant 3 I Co./ 

Information Interscience, Inc. 
ii 261 Madison Avenue 

New York, New York 10016 
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NOTICE BY PLAINTIFF TO TAKE DEPOSITION OF JAMES NISSIN 

(Filed July I 9 , I 973 ) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON 

- against - 

WALSTON AND CO., INC., et al. 


■-X 


Plaintiff 


No. 73 Civ. 2200 DBB 


NOTICE OF DEPOSITION 
UPON ORAL EXAMIN ATION 


Defendants 


i! 


SIRS: 

please take notice that plaintiff, pursuant to Rules 26 
through 37 of the Federal Rules of Civil Procedure, will take the 
deposition upon oral examination of defendant James Nissan before 
I an officer authorized to administer oaths by the laws of the State 
of New York, at the office of the Clerk, United States District 
court. Room 601, United States Courthouse, Foley Square, New York, 
New York at 11 a.m. on August 1, 1973. The examination will con¬ 
tinue from day to day until completed. You are invited to attend 
and cross-examine. 

PLEASE TAKE FURTHER NOTICE that the defendant pursuant to 
Rules 30(b) (5) and 34 of the Federal Rules of Civil Procdure will 

be required to produce upon the deposition all documents described 
in the attached Schedule to this Notice for inspection and copying 
Dated: July 18, 1973 

Yours, etc., 

ROBERT R. FELTON 
Attorney for the Class 
42 Third Avenue 
Mineola, New York 11501 
516-746-5711 
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' Pf I TA take deposition of WAl.$J^ANO‘CO. ^ 

united, states. Distsswx cqurr. (Filed Julv 19 19??4^ ^ 1 

SCX/THERN OI3TBICX OF* WEW yORK ^ ^I 


ROBERT R, FELTON* 


against -i 


Plaintiff 


WALSTON AND CO.,' INC.,,et al. 


No. 73 Civ. 2200 DBB 

NOTICE OF DEPOSITION 
UPON ORAL EXAMINATION 


Defendants 


SIRS: 


TAKE NOTICE that plaintiff, pursuant to Rules 
26 through 37 of the Federal Rules of Civil Procedure, will take 
the deposition upo/i oral examination of defendant Walston and 
Co. , Inc. before an officer authorized to administer oaths by ths 
laws of the State of New York, at the office of the Clerk, United 
States District Court, Room 601, United States Courthouse, Foley 
Square, New York, New York at 10 a.m. on August 1, 1973. The 
examination will continue from day to day until completed. 'You " 
are invited to attend and cross-examine. ‘ ^ 

J 

PLEASE TAKE FURTHER NOTICE that the defendant, pursuant 
to Rules 30(b) (5) and 34 of the Federal Rules of Civil Procetiurt 
will be required to produce upon the deposition all documents 
described in the attached Schedule to this Notice for inspection 
and copying. 

Dated: July IH, 1973 

Youi§, eto^ — 

ROBERT R. FELTON 

Attorney for the Class 
42 Third Avenue 
Mineola, New York 11501 
(516) 746-5711 






I 
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REPLY AFFIRMATION OF ROBERT FELTON IN SUPPORT OF CROSS¬ 
MOTION (Filed July 20. 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON 


Plaintiff 


- against - 


WALSTON AND CO., INC., JAMES NISSAN, 


73 Civ. 2200-DBB 


REPLY AFFIRMATION IN 
SUPPORT OF CROSS MOTION 


FOR LEAVE TO SERVE AN 


^RINE MID.^ND BANK-NEW YORK, JOEL "DOE", AMENDED COMPLAINT 

Last Name Being Unknown and Fictitious and -- 

3 I CO./INFORMATION INTERSCIENCE, INC. 

Defendants 


STATE OF NEW YORK) 

SS. : 

COUNTY OF NASSAU ) 

ROBERT R. FELTON, as an attorney at law of the State of 
New York, affirms under penalties of perjury the following; 

This affirmation is usbmitted in reply to defendant's 
opposition to the plaintiff's cross motion to serve an Amended 
Complaint. 

Jules Winn, Esq., counsel for defendant 3 I Co./ In¬ 
formation Interscience, Inc. in his opposition has quoted a portioji 
of the Third Count of the proposed Amended Complaint wherein plain 
tiff alleges and states that: 

"The defendants Walston, Nissan and Doe and 
the officers and management of 3 I Co./Information 
Interscience, Inc , in concert employed manipulative 
and decept^i^e devices. . ." 

I 

After reciting the aforesaid, Mr. Winn then concedes 
that the proposed Amended Complaint " attempted to implicate the 
ma nagement of 3 I Co. ' none of whom are parties to 

! this action". 





31 a 


ii 


j In effect, Mr. Winn agrees that the proposed Amended 

Complaint contains a good cause of action against the officers and 
management of 3 I Co. but that the corporation defendant 3 I Co. 
is not responsible for the acts of its officers and management, 
j It is respectfully submitted that Mr. Winn is misin- 

I formed and the 3 I Co. is responsible for the acts of its officers 

I 

and the management as alleged and stated in the proposed Amended 
Complaint. 

1 The law is quite settled that, a corporation 

I can only act through its agents and officers. Mandel 

i| Bros. , Inc , v. Federal Trade Commission 254 F.2d 18, 

i; reversed in part 79 CT. 818. Steel Co. Stainless 

Steel V. Federal Trade Commission 187 F.2d 693. 

|! - - 

The acts of an agent of a corporation are 
|j the acts of the corporation, and knowledge of the 

I' officers and agents is generally imputed to the corp- 

I oration. Nels on Radio and Supply Co. v. Motorola, 

j Inc . 200 F.2d 911. Knox v. First Sec. Bank of Utah , 

j N.A . 206 F.2d 823. Tobman v. Cottage Woodcraft Shop 

|i 194 F. Supp. 83. 

il 

j A corporation is responsible for the acts of 

' its employees and corporation officers. Singer Mfg. 

j V. Sun Vacuum Stores, Inc . 192 F. Supp"! 738 . 

I J. Berkman Iron and Metal Co. v. Striano 111 F. Supp. 

221": 

I; 

I WHEREFORE, it is prayed that the plaintiff be permitted 

II 

i to serve the aforesaid proposed Amended Complaint. 

Dated: Mineola, New York 

; July 20, 1973 

it 

■ ROBERT R. FELTON 

■ ROBERT R. FELTON _ 

; Attorney for the Class 

42 Third Avenue 
Mineola, New York 11501 


i 

II 






NOTICE OF MOTION BY JOEL BROMNSTEIN TO DISMISS 

(Filed July 31, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 


Plaintiff, 


WALSTON AND CO. , INC. , 
et al., 


Defendants. 


fy 

' OF N. 


73 Civ. 2200-DnB 

NOTICF. OF MOTION 
TO DISMISS 


SIR: 

PLEASE TAKE NOTICE that the undersigned, counsel tor 
Joel Brownstcin, who has heretofore been served with a copy 
of the sujtunons and complaint herein, will move this Court on 
September 10, 1973, before Honorable Dudley B. Bonsai, United 
States Courthouse, Foley Square, New York, New York, at 9:30 
o'clock in the forenoon of that day, or as soon thereafter as 
‘’Counsel may be heard, for an order, pursuant to Rules 12(b) 

(4) (5) and (6) of the Federal Rules of Civil Procedure, dis¬ 
missing the complaint herein, by reason of the failure of the 
said complaint to ncune Joel Brownstein as a party or allege 
any claim against him, and for such other and further relief 
as to the Court may seem just and proper. 

PLEASE TAKE FURTHER NOTICE that pursuant to 
Rule 9(c)(2) of the General Rules of this Court, all papers 
in opposition to this motion must be served at least 3 days 
prior to the return date hereof. 


Dated: New York, New York 

July 30, 1973 


Yours, etc. 

SULLIVAN (. CROMWELL 


tjl ( 


(A Mem.ber of the Firm) 
Attorneys for Joel Brownstei 
4B Wall Street, 

New York, New York 10005 
(212) 422-8100 






Ronr.H'i n. fklton, ksq. 
Attorney Fe 

4 2 Tliird Avenue 
Mineola, New York ll'iO] 

MRSSUr.. URF.LII) MiHOTT fc MORGAN 
Attorneys for Defendant 
Walston f. Co., Inc. and 
James Nissan 

One Chase Manhattan T^la/a 
New York, New York 10005 

MI’SGRG. LFON, Wl'ILL & MAHONY 
Attorneys for Defendant 
3i Company - information 
Intersciences, Inc. 

2C1 Madison Avenue 

New York, Now York 10016 
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NOTICE BY PLAINTIFF TO TAKE DEPOSITION OF 3 I CO. (Filed 

August 14, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

-X 

ROBERT R. FELTON 

Plaintiff 


- against - 

WALSTON AND CO., INC., et al. 

Defendants 


No. 73 Civ. 2200 DBB 1 

- I 

NOTICE CF DEPOSITION ' 

UPCa< WRITTEN QUESTIC^ j 


SIRS: 

PI-EASE TAKE NOTICE that plaintiff, pursuant to Rule 31 • 

I 

of the Federal Rules of Civil Procedure, will take the deposition j 
upon written questions of defendant 3 I Co./Information Intersciente, 


Inc., located at 9219 Katy Freeway, Houston, Texas before Mr. 
Clinton Gettig at 10th floor. Federal Building, 515 Rusk Street, 


Houston, Texas at 10 a.m. on August 20, 1973. The written questiops, 
numbered 1 through 44 are annexed hereto. 


Dated: August 10, 1973 


Yours, etc. 


ROBERT R. FELTCW 
Attorney for the Class 
42 Third Avenue 
Mineola, New York 11501 
(516) 746-5711 


•i TO: 


LEON, WEILL AND MAHONY, ESQS. 

Attorneys for Defendant 3 I Co.' 
Information Interscience, Inc. 

261 Madison Avenue 

New York, New York 10016 

BREED, ABBOTT AND MORGAN 

Attorneys for Defendants 

Walston and Co., Inc. and James Nissan 

1 Chase Manhattan Plaza 

New York, New York 10005 

SULLIVAN AND CROMWELL 

Attorneys for Defendants Marine Midland 
Bank - New York and Joel Brownstein 
4H Wall Street 
New York, New York 10005 


I 


t 

I 
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AHENOED COMPLAINT - CLASS ACTION (Filed August ]k, 1973) 


|l UNITED STATES DISTRICT COURT 
'f SOUTHERN DISTRICT OF NEW YORK 


I ROBERT R. FELTON 

I 


-X 


!! 


, Plaintiff 


I 


against - 


ji WALSTON AND CO., INC., JAMES NISSAN 
ji marine midland bank - NEW YORK JOEL 

BRO^^NSTEIN, 3 I CO. /INF'ORMATION INTERSCIENCE 


, INC., GERALD L. BRODSKY, MAURICE BRCDSKY 
!i ARTHUR W. ELIAS, MARVIN S. RIESENBACH 
|l MARVIN SCHILLER, IRVING H. SHER, EXCERPTA 
, MEDICA FOirNDATION, STICHTING EXCERPTA 
|! MEDICA (EXCERPTA MEDICA FOUNDATION) 
i MEDISCHE REFERATAN (EXCERPTA MEDICA) N V 

INFONET (EXCERPTA MEDICA - RESCONA) N V ** 
jl ELTRAC (INFONET) N.V. , PETER WARREN 

MATM T AirDr?XT'T*ry a-MT- k _ * 


CLASS ACTION 
AMENDED COMPLAINT 


Plaintiffs Demand ' 
Trial By Jury 


j! main LAFRENTZ and CO. , FRED VON EUGEN 

.*1 C t/'TKA _ 


J — &UoC. 

Ij S, KIM K^SLER and GERALDINE KESSLER 


Defendants 


Plaintiff, on behalf of himself and all other purchasers' 


I of the securities of defendant 3 I Co. /Information Interscience, 


, Inc., for his Amended Complaint, upon information and belief, com- 

I 


plaining of the defendants herein, alleges: 


J' 


JURISDICTION AND VENUE 


The action is commenced under and jurisdiction is 


based on The Securities Act of 1933 15 u S C -r-, 

u.S).c. Sections 77a-z, The 


I Securities Exchange Act of 1934. 15 II.S.C. Sections 78a-h, the 


Rules apd Regulations of The Securities and Exchange Commission 


promulgated thereunder, the laws of the State of New York and com-' 


|j mon law principles, 

I! • 

2. The acts and transactions complained of herein oc- 1 
curred in substantial part within the Southern Dlstrici of New York' 
, and offerings of securities involved herein have been made to 






I plaintiff and thn class in the said Southern District. Defendanf 
ji 3 I Co./Information Interscience, Inc. was and still U a publiclv' 
i held business corporation with securities purchased and/or sold 
I "over the counter" by brokerage concerns mainly within the Southern 
|j District of New York. Defendant Walston and Co., Inc, maintains ^ 
ij brokerage offices within the Southern District and was a dealer 
j; and also acted as a broker in the securities of the sari’defendant 
|| 3 I Co, Information Interscience, Inc, Defendant James Nissan is ’ 

:r employed as a registered representative by defendant Walston and 
j| Co., Inc, at its office at 77 Water Street, New York, New York. 

Defendant Marine Midland Bank - New York maintains bank branches 
|| throughout the City of New York. 

; 3. The matter in controversy exceeds the sum of i 

$10,000.00, exclusive of Interests and costs-. This action is not ' 

j instituted to confer jurisdiction on this Court which it would 
j;' not otherwise have. 1 

i • • ■ . 

|, 4. Defendants carried out the acts and practices here- ! 

Ij inafter set forth by the use, means and instrumentalities of in- 
I terstate commerce and the mails. 


CLASS ACTION 


j 5. Plaintiff brings this action individually and as a 

j class action pursuant to Rule 23 of the Federal Rules of Civil 
Procedure on behalf of a Class, consisting of those persons and 
business organizations who purchased securities of defendant 3 I 
Ij Co./Information Interscience. Inc. (hereinafter referred to as 

I defendant ''3 I Co.'*) and were damaged by the acts hereinafter al- 
j leged. 



J 9 ^ 

6. Plaintiff estimates that the Class is in excess of ' 
8,000 members and that joinder of all members is impractical. 

7. Plaintiff is a knowledgeable person and plaintiff 

will insure adequate representation of the interests of all pur- ' 

\ 

chasers and holders of securities of defendant 3 I Co. His inte- ’ 

• ' ! 

rests are coincidental with the interests of all members of the , 

i 

Class and he will fairly and adequately protect the interests of I 

} 

all absent members of the Class. He has no interests which are j 
adverse to any members of the Class. ' 

8. A Class action is superior to any other method avail¬ 
able for fair and efficient adjudication of the controversy. It ■ 

I 

would be impossible to manage all possible actions or attempt to 

I 

intervene into this action all damaged class members. Plaintiff ! 

I 

knows of no difficulty likely to be encountered in management of j 

I 

this Class action. | 

( 

9. Prosecution of separ.*te actions by individual class i 

» 

members would create risk of inconsistent or varying adjudications 
with respect to various class members. 

10. There are common questions of fact and law common : 

to the Class. I 

t 

I - 

ii* The questions of law and fact common to the members 

I 

of the Class predominate over any questions affecting individual ! 


members, 


THE PARTIES AND THEIR ACTS 


12. Plaintiff has been both a purchaser and a seller 
of Common Stock, Class A, par value $ .10 per share, issued by 


[( 


I 






.1 


i! 


defendant 3 I Co. and is at present a holder of 2,000 shares. . 

13. Defendant James Nissan (hereinafter referred to as 
"Nissan") at all times herein mentioned was and still is a reois.-' 
ered representative licensed to purchase and sell securities up,.,, 
the exchanoes and over the counter and was and stin is an emplovoc 

|i and/or officer of defendant Walston and Co. , I„c. 

14. Defendant Walston and Co. , Inc. (herein/fter refer- 
r red to as "Walston") at all times herein mentioned was and still 

f is a foreign corporation, duly Organised an,i existing under and 
. by virtue of the laws of the State of Delaware, and authorized to ' 

I transact^business in the State of New Vorh, with its principal place 
i of business in the City, County and State of New York, and is lic¬ 
ensed and engaged as brokers and dealers in securities on the maior 
exchanges and over the counter. 

15. Defendant Walston at all time herein mentioned 

"made a market" and kept an inventory „f%he securities of defend- 
ant 3 I Co. 

16. Defendant Walston at all times herein mentioned was' 
either in a "long" or "short" position of the securities of defend¬ 
ant 3 I Co. and at the same time purchased and/or sold these se- ’ 
curities to the plaintiff and certain members of the class. 

17. Defendant 3 I Co. ^Information Interscience, Inc. ■ 
(hereinafter referred to as -3 I Co.") was and still is a foreign, 
corporation, duly organized and existing under and by virtue of 

the laws of the State of Pennsylvania with its principal place of : ' 
business presently locotod in Houston. Texas. ‘ 


IR. Defendant 3 I Co. 


at all times herein mentioned 




I issued securities known as Common Stock, Class A, par value $ . 
ij per share. 

•' * 

;i 

. 19. The aforesaid Common Stock of defendant 3 I Co., 

I at all times herein mentioned, was sold to the public -over the ! 
jj^^unter" by certain designated dealers. ! 

|[ 20. At all times herein mentioned, defendant Walston i 

Ij was one of the dealers who sold the aforesaid Common StVck of de- 
! fendant 3 I Co. "over the counter" to the public. ! 

r 21. Defendant 3 I Co. at all ,i„es herein mentioned, was 

■ a corporation registered with the Securities and Exchange Commission, 
, _ 22. Defendant 3 I Co. at all times herein mentioned was 

I a corporation filing periodic reports with the Securities and Ex- 
' change Commission. 

i . ! 

r 23. Defendant Marine Midland Bank,- New York (herein- i 

I after referred to as "Marine Midland") at all times herein mentioj- 

j ed was and still is a bank duly organized and existing un^er the i 
1 laws of New York State ' 

I ■ I 

24. Defendant Marine Midland at all times herein men- | 

tioned maintained a fiduciary trust department. j 

t 

25. Defendant Joel Brownstein (hereinafter referred to j 

I as "Brownstein") at all times herein mentioned was an employee of , 
j Marine Midland. 

I 

I » 

I 26. Defendant Brownstein at all times herein mentioned ; 

I was employe^ in the aforesaid fiduciary trust department maintained | 
; by. deffjndant Marine Midland. ’ •. 

j 27. One of the duties of defendant Brownstein's afore- I ' 

j said employment was the financial analysis and'or financial eval- i 
) nations of certain business corporations ' 

II 






j| 28. Another of the duties Of defendant Bro«nstein's 

!, aforesaid e^ploy.ent was the preparation of Reports cincernino 
certain business corporations based on the aforesaid financial an-' 

I; alysis and/or financial evaluations i 

’ ! 
jj 29. . Defendant Brownsteln prepared a Report concerning I 

defendant 3 I Co. during the year 197i. j 

^ 30. Defendant Marine Midland had the aforesaid Report • 

Jj_printed and or reproduced. ! 

-I Brownstein was acquainted with defendant ! 

li Nissan prior to defendant Brownsteln's preparation of the afore- i 
j, said Rep^ort concerning defendant 3 T Co. 

32. At all tines herein mentioned, defendant Nissan was 
), a s hareholder in the securities of defendant 3 I Co. ! 

jj 33. At all times herein mentioned, defendant Nissan 

j, acted as a broker and recommended the purchase of defendant 3 I | 

: Co.'s Common Stock. ; 

' w ’ I 

34. Defendant Nissan was a creditor of defendant 3 I ' 

! Co. 1 

35. Defendant Brownstein discussed the finances of de¬ 
fendant 3 I Co. with defendant Nissan prior to defendant Brownstein' 
preparation of this aforesaid Report, 

I 

36. At the time of his aforesaid discussion with defend¬ 
ant Nissan, defendant Brownstein knew that defendant Nissan owned I 
securities of defendant 3 I Co. 

t 

lime of his aforesaid discussion with defend- 
anl Nissan, dofendanl Brownstein knew that Walston was a dealer ' 

and "made a market’■ in the securities of defendant 3 I Co. ' 




Ula 

38. Defendant Brownstein informed defendant Nissan that' 
he was preparing the aforesaid Report concerning defendant 3 I Co. 

I 39. Defendant Brownstein's aforesaid Report detailed ; 

' the financial history of defendant 3 I Co. 1 

' I 

I ( 

|| 40. Defendant Brownstein's aforesaid Report detailed | 

the then present financial condition of defendant 3 I Co. ■ 

i 41. Defendant Brownstein's aforesaid Report contained i 

I 

' the estimate of earnings of defendant 3 I Co. for the fiscal year ' 
jl 1971. I 

I 42. Defendant Brownstein's aforesaid Report contained | 

t 

I ' 

projections of future years' earnings of defendant 3 I Co. 

' I 

I 43. Defendant Brownstein mailed, delivered and/or dis- ' 

i' . I 

!j tributed copies of the aforesaid Report to other firms, banks and/! 

(i 

or brokerage houses in the business and investment community. 

ii I 

ij 44. Defendant Marine Midland, by its officers, employee^ 

i and/or agents mailed, delivered and/or distributed copies of the ' 

i' I 

aforesaid Report to other firms, banks and/or brokerage houses in 

l' I 

' the business and investment community. ! 

, I 

I 45. Sometime prior to defendants Brownstein's and Marini 

Midland's publishing of the aforesaid Report, defendant Nissan I 

I! ' 

;; I 

advised other firms, brokerage houses and individuals in the busi-' 

i! ! 

: ness and investment community of the advent of said Report. 

I 46. Defendant Nissan's aforesaid advising of the afore- 

:i 

|| said Report to others created a substantial increase in the market 

!j j 

jj price of the securities of defendant 3 I Co. j 

|| 47. Defendant Brownstein's aforesaid Report when pub- i 

|i 

I' lished and/or distributed created a further substantial increase ' 

!' 

* in the market price of the securities of defendant 3 I Co. , 







11 46. Defendant Gerald L. Brods.y (hereinafter referred"'' 

j to as Brodsky") at all ,l„es herein mentioned and until December ' 

^0, 1971 mas the chief Officer and Director of the defendant 3 l 

j Co. 

49. Defendant Brodsky at all times herein mentioned and! 
^ until December 20 , 1971 mas the ma.ior-'stockholder in defendant 3 ’ 
!| I CO. and mas referred in the aforesaid annual 3 1 Co. "deports to ' 

j the Securities and Bmchanoe Co^isslon as the "parent" of the de- i 
fj fendant 3 I Co. 

; = 0 . Defendant Bromnsteln mas acquainted mith defendant i 

I Brodsky ^rior to defendant Bromnsteln's preparation of the afore- i 

I said Report concerning defendant 3 I Co ' 

I ‘ ; 

I 51. Defendant Bromnsteln discussed the finances of de- ! 

I fendant 3 I Co. mith defendant Brodsky prior, to defendant Bromn- ! 

I Stein's preparation of this aforesaid Report. ' 

j J 

52. At the time of his aforesaid discussion mi.th defeni- 

ant Brodsky, defendant Bromnsteln knem that defendant Brodsky mas ’ 
the n,a.ior stockholder in defendant 3 I Co. 

53. Defendant Brownstein advised defendant Brodsky that 

he was preparing tho aforesaid Report concemim h ^ 

vpuri concerning defendant 3 I Co 

54. Defendant Bromnsteln's aforesaid Report mas mis- ' 

I leading in that it omitted the fact that a data bank license, a 

"tajor current asset of defendant 3 I Co. "purchased" from the de- 
iendant Bmcerpta Medica foundation, and its controlled corporations, 
and carried "at cost" on 3 I Co.'s balance sheet, mas falsely .1 - 
valued and stated and misleading. ‘ 

55. Defendant Brownstein's aforesaid Report omitted 





I 


j the fact that this aforesaid data bank license was worthless to^^^ 
; defendant 3 I Co. 

t * 

56, Defendant Broenstein's aforesaid Report omitted the 

fact that defendant 3 1 Co.'s chief officer and major stockholder' 
defendant Brodsky, was annually converting large blocks of Cominon ' 
Stock, Class B into Common Stock, Class A, and that defendant Brod¬ 
sky was selling same to unsuspecting purchasers. •*. * 

57. Defendant Brownstein's aforesaid Report omitted the 
• fact that defendant 3 I Co. amended its agreement with defendants ! 

S. Kim Kessler and Geraldine Kessler and despite a loss in its 
subsidiary Scientific Literature Corporation for fiscal year 1970 ’ 
and without waiting for the earnings of this subsidiary for fiscal 
! 1971, defendant 3 I Co. recklessly, willfully and intentionally . 

ij issued 44,800 shares of defendant 3 I Co, stock to the shareholders 

*1 

of Scientific Literature Consultants. Inc., of which defendants 

'• i 

■1 Kessler were the major stockholders, 

jj 58. Defendant Brownstein's aforesaid Report omitted the 

jj fact that defendant 3 I Co. had contracted to purchase two (2) ' 

worthless corporations. Information Company of America, I.C.A. and 

Information Corporation of America, paying the shareholders of ; 

:i said corporations shares of the Common Stock, Class A, of defend- , 

I; ant 3 I Co. valued at $3,053,857,00. 

*i I 

j| 59. Defendant Brownstein's aforesaid Report omitted the 

fact that auditor's reports and financial statements of these two 
(2) corporations, submitted by the officers of these corporations ^ ' 
to defendant 3 I Co, during the contract negotiations showed these 
ii corporations' worthlessness. 

|i 


I 





Vf ’ : . Browmstein's aforesaid Report omitted the 

^ fact that ^^defendant 3 I Co. paid $2,960,904.00 for the "intangible 
i assets" of these two (2) corporations, said Information Company 
of America, I.C.A, and Information Corporation of America. 

61. Defendant Nissan at all times herein mentioned par-l 
I chased and sold the securities of defendant 3 I Co. for his own ■ 


ij >' account. 


I , 62. Defendant Nissan was a creditor of defendant 3 I j 

r Co. and defendant Nissan converted his loan into 50,000 shares of' 

defendant 3 I Co. paying only two ($2.00) dollars per share thereJ 

i tof/:'' . ! 


i 

63. Defendant Nissan at all times herein mentioneilVs ' 
. ' ' 

acquainted with defendant Brodsky f " ! 

64. Defendant Nissan at all times' herein mentioned was * 


I i 

acquainted with defendant Brownstein , ' 

4 ^ * ! 

I ; ' 65. Defendant Nissan obtained and/or received'a copy i 

■ . < ■ . • • I 

of the aforesaid Brownstein Report on defendant 3 I Co. | 

66. Defendant Nissan discussed the finances of defend- I 

,ant 31 Co: with defendant Brownstein prior to defendant Brov^steln'i 

i- * ** . * ' 

preparation of this aforesaid Report. ! 

V I 

I • 

67. Defendant Brodsky discussed the finances of defend-! 

) ^nt 3^1 Co. with defendant Brownstein prior to Brownstein's pre- ' 


p^rarion of this aforesaid Report. ' 

i 

« 

• • 68. Immediately following the preparation of defendant I 

I. Br-^wnsteln's aforesaid Report the market price of defendant 3 I * 

■ • ^ ■ V 'i 

I Co.j's Common Stock, Class A, increased substantially in price.’ ! 

j * 

• 69. Defendant Gerald Brodsky owned 154,475 shares of ^ 


I 





ConuDon Stock Class B of defendant 3 I Co. on December, 1^969. -~ r 

. 1°' Gerald Brodsky held 38.4% of voting power 

of defendant 3 I Co. on December 1, 1969 ‘ 'I 

_ ' " I _ 

71. The aforesaid Common Stock. Class B, of defendant ! 
3.1 Co.,'owned by defendant Brodsky was not available for sale on I " 

; e • • I •' 

the "open market". • ’ i’ 

L,, ‘ • 

j 'r Defendant Brodsky at all times herein motioned' ■ 

, periodically converted large blocks of shares of the aforesaid ^ 

1 * • ' t'’ 

' Common Stock, Class B into Common Stock, Class A , 

-I, 

• 73. The aforesaid Common Stock, Class A, of defendaht 


I defendant Brodsky was sold by defendant Bfodsjyl 

I*' ' - r\ 

' to unsuspecting purchasers. ’ ’ . 

I. . , -i; r; 

j 74. Defendant Brodsky owned 83,175 shares of aforesaid 

j C^on Stock B and 24,700 shares'of aforesaid Common Stock A on j' f 
October 15, 1971. j--,. 

.V Brodsky resigned as the Chairman'.of the f 

[Board of Directors of defendant 3 I Co. on December 20, 1971 . 


■ ■' • ; termination agreement with defendant! 

3 I Co., defendant Brodsky gave 25,000 shares of 3 I Co. Common 

Stoclc, Class A to defendant 3 I Co. I 

v. ’ i 

fWhis termination agreement with defendant* ' 

3 I Co. defendant Brodsky gave 50,000 shares of Common Stock of i 

Datapro Research Corporation to defendant 3 I Co 

' ' * i 

'' Defendant Maurice Brodsky, (hereinafter referred 

I . ' ' ! ' ! 

! to. as "Naiirice") was the President of American Micromatlon Indus- i • ' 

t % 

tries, Inc.’’prior to October 13, 1971. ,* 


t 

, ' 79. Defendant Maurice was the brother of defendant 


Brodsky. 





t 


I 

• . 80. Prior to October 13 igvi j 

1971, defendant Maurice was a , 

Shareholder in the aforesaid Comn^on Stock, Class A of‘defendant •' 

(' 3 I Co. : 

i Prior to October 13 io 7 i ^ jt ^ ' 

(, oner 13, 1971, defendant Maurice owned 

I. warrants to purchase Common Stock Class X ^ ^ ^ ’ 

f A of defendant 3 i Co. { 

jj . 83. Prior to October 13, 1 P 71 , aetendent Maurice was a ! 

t_co-guarantor of a certain defendant 3 I Co. bank loan 

I* Prior to October 13 1971 ^ i 

'! iJ, 1971 , defendant 3 I Co. had j 

if purchased 29% of the Canitai c + ’ ^ ' 

1 Capital stock of aforesaid American Mlcrona- ! 

|tion Industries, Inc. for the sun. of $17,500.00. | 

ij 84. on October 13. 1,71, defendant 3 I Co. purchased ' ' 

^ the reealnln, 71 . of the Capital Stock of the aforesaid A^erl^.n - 
j, Micromation Industries, Inc. with Common Stock, Class A of defend^ 

jj ant 3 I Co. valued at $605,000.00. ' I 

|j * ' ; 

j . 85. In addition to the aforesaid Comnon Stock and as j 

part Of the aforesaid purchase of the renaming Interest in the i 
.j aforesaid Anerlcan Micronation Industries, Inc., defendant 3 I Co ' 

.jj assuned liabilltv for $105,600.00 In convertible debentures for i 
j -hlch it issued 3 I Co. convertible debentures in an egual exchange. 
j| 86 . Defendant Maurice at the tine of the aforesaid purJ 

)| Chase by defendant 3 I Co. . although concelllng sons of his share^' ' 

j' in American Micromation Industripc Tr.«- 4 •-i' 

1 xnaustries, Inc. still owned 45,000 shares 

i thereof. * 

i i 

t 

87. Defendant 3 I Co. paid the purchase price of i '' 

$505,729.00 for the "intangible assets" of .»-!4 a • ■ • 

I ' y assets of said American Microma- ' ' 

j| tion Industries, Inc. j , . 

88 . The aforesaid purchase of American Micromation 





il 


} 




Industries, Inc. was worthless and defendant 3 I Co. within severl* 

months thereafter wrote off the aforesaid cost of thil'purchase 
as a complete loss. j 

I 

89. On June 30, 1971, defendant 3 I Co. agreed to pur- ^ 

chase all of the assets of Information Company of America, I.C.A. ! 
and Information Corporation of Americs' with Common Stock, Class A I 
of defendant 3 I Co. valued at $3,053,857.00. ** ' 

» t 

t 

90. Tlie aforesaid purchase agreement was contingent upp'n 
the dissolution of a partnership known as Information Company of i 
America, the Partnership and the purchase of the limited partners'! 
interest^^ln the Partnership in exchange for the Common Stock of 
Information Corporation of America. 

r 

• '91. Defendant 3 I Co. paid the purchase price of 
$2,960,904.00 for the "intangible assets" of ’ Information Company } i, 
of America, I.C.A. and Information Corporation of America. j 

92. Prior to June 30, 1971, and as part of-the•afor#- f 


) ■■ 


said purchase negotiations, defendant 3 I Co. received auditor's 


certificates and financial statements concerning the earnings 


financial condition of Information Company of America, I.C.A. ^ 


Information Company of America, the Partnership and Information 

r * • 

Corporation of America, 

I 

, / 93. The aforesaid financial statements and auditor's i 


I . 

I •; 


f 


certificate dated June 21, 1971 stated Information Company of AmeJ- ' 

I 


ica, Hhe Partnership had sustained losses from April 29, 1969;' 

,the date operations commenced, to date. 

94. The aforesaid auditor's certificate stated that a I 
significant amount of the assets of Information Company of AmerleJ, 


I • 


II 
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I.C.A. and Information Corporation of America were invested in ; 

I 

Information Company of America, the Partnership. . . 

! 95, The cforesaid auditor’s certificate and financial I 

statements stated thax at December 31, 1970, Information Company j 
of America, the Partnership, carried an ’’asset", deferred develop-! 

I ment costs, at $60,411.00, which was ^uivalent to approximately j 
I 40% of its total assets. *.* 

I ‘ ! 

I . 96. The aforesaid auditor’s certificate and financial | 

[. statements stated that at December 31, 1970, the Information Com- | 
pany of America, I.C.A. carried an "asset", deferred development j 
costs, at $12,500.00, which was equivalent to approximately 13% | 

of its total assets. 

I 97. The aforesaid auditor’s certificate stated that 

I 

I Information Company of America, the Partnership was in need of addj- 
( iiional working capital for its operations ! 

I . * I 

, 98. Information Corporation of America was'incorporated 

I ■ • . 

j on March 7, 1968 and had no operations since that date, other than 

I 

' marketable securities. i 

99. The balance sheet of Information Corporation of •' 

America on March 31, 1971 showed total assets of $36,290.00 of j 

which there were $25,000.00 in marketable securities and $10,000.00 

I I 

investment in Information Company of America, the Partnership. ■ 

* j 

; 100. The balance sheet of Information Company of Amerida, 

i * t 

I.C.A., showed a Deficit in the amount of $50,043.00 on December ; 

I • 

I 31, 1970. 


j 101. The statements of operations of Information Corapariy 

I of America, the Partnership, stated a loss for the year 1970 in : 





.he amount $55,81S.OO and a loss for the ,ear 1«, the amount" 


i of $95,793.00. 


i , .■ 102 . Despite all the aforesaid negative inforLtion, ' j 

I including losses, deficits and inactivity, defendant 3 I Co. enter- 
I ed into the aforesaid purchase agreenient of June 30. 1971 . i 

f- 103. On June 30, 1971 defendants Arthur W. Ellas, M.rvijn 

j| s; Rlesenbach, Marvin Schiller and Irving H. Sher were '4ch Offl- ' 
cers and/or Directors of either_or both of Information Company of i 1 
j. America, I.C.A. and Information Corporation of America • 

I ' 104. On June 30, 1971, aforesaid defendants A«hur',W. I ' 

I Elias, Ma^rvin S. Rlesenbach, Marvin Schiller and Irving'H:' Sher | 


were all shareholders of Information Company of America, 'l .C. A. Ik 

and Information Corporation of America ' \ 

i - •' ' i 

j . 105. On or about September 1 , 1971, defendant^rthur W.' 

j Elias became President and a Director of defendant s'l Co., defeni^ 
ant Marvin S. Rlesenbach became vice President. Treasurer;and a- j 
!j Director of defendant 3 1 Co. and defendants Marvin Schiller and | 
Irving H. Sher became Vice Presidents of defendant 31 Co. | 

106. The aforesaid purchases of Information Company of! ' 


I America, I.C.A. and Information Corporation of America were worthj . 

I less and defendant 3 I Co. within several months thereafter wrote! 

|j off the aforesaid cost of these purchases a complete loss. i 

107. On September 19, 1969 defendant 3 I Co. entered j 

into an agreement with defendants Medische Referatan (Excerpta j 

!^M^1c.> N.V., Infonet (Excerpta Medics - Rescona) N.V. and Eltrac I 

I (Infonet) N.V. for the "purchase" of a "data bank license". ; 

* *, 

I 108. The aforesaid agreement included defendant Stichting 






Excerpta Medica (Excerpta Medica Foundation) as a party thereto 
I since Stichting Exoerpta Medica (Excerpta Medica Foundation) con¬ 
trolled the aforesaid three (3) defendant corporations. 

109. Defendants Stichting Excerpta Medica (Excerpta 
Medica Foundation), Medisohe Referatan (Excerpta Medica) N.V., 
infonet (Excerpta Medica-Rescona) N.v. and Eltrac (Infonet) N.v. 
(hereinafter referred to as "Excerpta Medica") at all times herein¬ 
after mentioned were and still are Netherland corporations. 

110. The aforesaid agreement provided that the agree¬ 
ment shall be governed by and construed in accordance with the law 
of the State of New York. 

111. Defendant Main Lafrentz and Co. (hereinafter 

' to 3s **Ldfrentzi u 

ll rrentz ) at all times herein mentioned were and 

I still are independent certified public accountants. 

112. Defendant Lafrentz audited the financial statement; 
of defendant 3 I Co. for fiscal year ended June 30, 1970. 

113. One of the financial statements audited by Lafrent; 
was defendant 3 I Co.’s balance sheet. 

I 114. The balance sheet of defendant 3 I Co. for fiscal 

I year ended June 30, 1970 listed therein as an "asset", "data bank 
licenses, at cost (Note 1) $1,028,606.00", of which $1,000,000.00 

was the purchase cost of defendant Excerpta Medica’s data bank 
license. 

115. This "asset", i.e. data bank license, was equiva¬ 
lent to 62% of the entire assets of defendant 3 I Co. for fiscal 
year 1970. 


/ 
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li 

lu 


116. Aforesaid "Note 1" relating to the aforesaid data, 
bank license was contained in "Notes to Consolidated Financial ' 
Statements" and stated, "In September, 1969, the Company entered ; 
into an agreement, subsequently amended in June, 1970, with Excerpjta 
Medica Foundation, a foreign non-profit corporation, for the ex¬ 
clusive right within the United States' to market information ser- 

! 

vices from Excerpta's data bank of biomedical informatloii. The 

. * I. 

consideration for this right is $1,000,000, including 46,666 shares 
of Class A common stock issued in October, 1969, which the Company 


can be required to purchase at $15.00 per share in October, 1971, 


and 30,000 shares of Class A common stock to be issued on December! 


• I 


1, 1970 which the Company can be required to purchase at $5.00 
per share in July, 1971. The shares to be issued on December 1, 


1970 have been reflected as outstanding in the accompanying finan-! 


cial statements. At its option, the Company can extend this agree¬ 


ment starting July 1. 1971 and thereafter until 1984 by the payment 

I 

of additional considerations. An amendment to this agreement af- ' 

fecting the extension of certain dates and changes in additional I 

I 

consideration is currently being negotiated." I 

i 

117. The aforesaid balance sheet of defendant 3 I Co. j 

I 

for fiscal year ended June 30, 1970 stated therein that the "cost" 
of this purchase involved "capital in excess of par value" of • 

$842,333.00. . 

118. As part of their audit of the records of defendant 

. f 

3 I Co., and using generally accepted standard procedures, defend- I 
Lafrentz was required to read the agreements concerning defend¬ 
ant 3 I Co.'s "purchase" of this data bank license. 


I 
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I 

t, 

119. The aforesaid agreement of September 19, 1969 

between defendant Excerpta Medica and defendant 3 I Co. involved ' 

li ‘ 

|j 46,666 3 I Co. shares. ' 

1' i 

120. Although the aforesaid agreement of September 19, 
1969 gave defendant Excerpta Medica the "right" to require defen- I 

I 

dant 3 I Co. to "repurchase" these shares at $15.00 per share, thej 
■ aforesaid Note 1 reflected the real intent of the parties, that 

! 

defendant 3 I Co. "can be required to purchase at $15.00 per share 
in October, 1971 . . .". 

121. These "shares" held by defendant Excerpta Medica j 

,j were never repurchased by defendant 3 I Co. and in the Report for 

i fiscal 1972 by defendant 3 I Co. filed with The Securities and 
j Exchange Commission, these "shares" were characterized as "stock 

ij . 

ri ghts , previously granted to certain stockholders to require the 
Company (3 I Co.) to repurchase 46,666 shares of its Class A com- 
mon stock (which) have terminated during the year ended June 30, 

' 1972". I 

' I 

I 122. Defendant Fred Von Eugen (hereinafter referred to i 

as "Von Eugen") was involved in securing the aforesaid agreement | 

between defendants Excerpta Medica and 3 I Co. and for his efforts! 

defendant 3 I Co. agreed by letter dated September 19, 1969 to j 

I 

, pay Von Eugen the total amount of $300,000.00; i.e. $150,000.00 | 

I 

with the agreement and $150,000.00 180 days thereafter. 

123. The "aggregate" consideration for the "purchase at 
cost" of the data bank license of $1,000,000.00 was determined by 

I defendant 3 I Co. as $300,000.00 for defendant Von Eugen plus 
46,666 3 1 Co. shares for defendant Excerpta Medica. 

124. Upon signing the aforesaid letter agreement with 


I 
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defendant Von Eugen, defendant 3 I Co. never reflected on its bal¬ 
ance sheet as a current liability thereunder of $150,000.00. 

125. Defendant 3 I Co. never paid the balance of 
$150,000.00 "due" to defendant Von Eugen on or about April 27,1970. 

126. This "balance due to Von Eugen" of $150,000.00 was! 

I 

changed into 30,000 shares of 3 I Co.'s Common Stock, Class A for | 

1 

defendant Von Eugen by a second letter agreement dated June 15,197(). 

127. Although this said second letter agreement gave 

I 

defendant Von Eugen the "right" to require defendant 3 I Co. to 
"repurchase" these 30,000 shares at $5.00 per share, the aforesaid 

I 

Note 1 once again reflected the real intent of the parties, that i 
defendant 3 I Co. "can be required to repurchase 30,000 shares of j 

J 

1 

Class A common stock . . .". I 

I 

128. These "shares" held by Von Eugen were never repur¬ 
chased by defendant 3 I Co. and in the Report for fiscal 1972 of 

I 

1 

defendant 3 I Co. filed with The Securities and Exchange Commis- j 
sion, these "shares" were characterized as "stock rights" wherein i 

- I 

I 

defendant 3 I Co. "has entered into an agreement with a stockholdet 
to issue 7,500 shares of its Class A common stock in exchange for 
cancellation of that stockholder's rights to require the Company ' 
(3 I Co.) to repurchase or register 30,000 shares". 

129. The total consideration for the acquisition by | 

I 

defendant 3 I Co. for the aforesaid data bank license was in effect^ 

$150,000.00 plus 7,500 shares of common stock A | 

130. There was never purchase "at cost" by defendant I 
3 1 Co. of Exccrpta Medica's data bank license for $1,000,000.00. j 


I 






I 


131. Defendant Lafrenta in Its aforesaid Certlficat^) 


-I omitted the facts concerning the aforesaid letter agreements be' 


jMiveen defendants Von Eugen and 3 I Co. 

132. Defendant Lafrenta in this aforesaid Certificate 


j| omitted the facts that defendant 3 I Co. had failed to pay defend- 


li 

f ant Von Eugen the second payment of 150,000.00. 

133. Defendant Lafrenta issued its Certifice'.te despite 




I 


I, 


the fact that defendant 3 I Co.'s aforesaid balance sheet listed 

an asset purchased at cost of 51,000.000.00, which price was never 
paid. 

^ 134. Defendant Lafrentz permitted defendant 3 I Co. to 
materlafty Inhance its balance sheet assets using legended stock, 
j. in effect stock rights, as the purchase of an "asset at cost". I 
135. Defendant Ewcerpta Medica never received any money 
under the terms of its aforesaid agreement with defendant 3 I Co. ' 

,| 136. Defendant Excerpta Medica never required defendant 

!! 3 I Co. to repurchase the 46,666 shares. 

L 

ll 137. Defendant Excerpta Medica accordingly has received 

jl^no consideration from defendant 3 I Co. for its data bank license.' 

138. Defendant Von Eugen's total consideration from 


'j defendant 3 T Co. for his services in connection with the data 
l; bank license was $150,000.00 and 7.500 shares of 3 I Co. Common 


I 


Stock, Class A. 


I 139. The aforesaid data bank license was worthless to 

I defendant 3 1 Co. and in fiscal 1972, defendant 3 I Co. wrote off | 

,1 the $1,000,000.00 "cost" as a complete loss ‘ 

l! ■ f 

Ij Defendant Peter Warren (hereinafter referred to as 


I 





!| 

"Warren'*) at all times herein mentioned was an employee wf defend^ 

ant Excerpta Medica. j 

« 

141. Defendant Warren was designated by defendant Ex- .' 

, cerpta Medica as its attorney-in-fact and agent under the aforesaid 

* I 

j agreement of September 19, 1969. 

i •' * ' 

I 142. Defendant Warren was a Director of defendant 3 I I 

I I 

Co. • . j 

^ ft 

:} 143. Pursuant to an Agreement and Plan of Reorganization 

i ft - ' 

r dated April 25, 1969 and Amendment thereto on October 21, 1969 be-' 
j t»een defendant 3 I Co., Scientific Literature Corporation, ScienJ 
j tific Literature Consultants, Inc. and defendants S. Kim Kessler 
• and Geraldine Kessler (hereinafter together referred to as "Kessler" 
jj Scientific Literature Consultants, Inc. was merged into Scientific 
jj Literature Corporation, a subsidiary of defendant 3 I Co ' 

ij ' ' • 

! 144. Pursuant to the aforesaid Agreement, 32,000 shares' 

of defendant 3 I Co.'s Common Stock, Class A were issued to share-! 

I holders of Scientific Literature Consultants, Inc. and an additioit- 

j . i 

1 al 12,800 shares were held in an escrow fund pending Scientific | 

j .. I 

j( Literature Corporation's achieving certain earnings during the ! 

I period of its operations from the date of the merger through June ' 
30, 1971. 

f 

145. The aforesaid agreement also provided that the 

I 

shareholders of Scientific Literature Consultants, Inc. might be- ' 

i ( 

: come entitled to receive up to 44,800 additional shares of 3 I Co . 

u * 

stpck dependent upon Scientific Literature Corporation's earning ! ■. 

! * * 

I record during the aforesaid period. ‘ 


146. Defendants Kessler owned a substantial amount of 
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f 

ares In Scientific Literature Consuitants, Inc. 


14-. After the aforesaid agreement defendants Kessler 

j were employed by defendant 3 I Cr. i r. ‘ 

I ant 3 I Co. to manage Scientific Literature 


Corporation, 


f , 


\ 


148. For the year ended June 30. 1970. Scientific Lit¬ 


erature Corporation sustained a net earnings loss. 

149. Despite the aforesaid loss of earnings by Scienti-i 
Literature Corporation for the year ended June 30, 1970 and I 
with the aforesaid provisions of the aforesaid Agreement as to thj 


earnings of Scientific Literature Corporation to June 30, 1971 , 


( 


' * |i 

• * 111 


j defendant^. 3 I Co. entered into a ..Second Amendment.., dated Novem- , 
ber 2, 1970, Whereby the earnings paragraph of the original Agree-j' 


ment was declared null and void and the additional 44.800 shares ! 


Of 3 I Co. stocK were issued to the shareholders of Scientific 


Literature Consultants, Inc. 


150. Defendant Lafrentr in its aforesaid Certificate 


t 


omiLted the fact that Scientific Literature Corporation had sus- ' 


I 


! 


tamed a net earnings loss for the year ended June 30, 1970. 


151. Defendant, 3 I Co. has never filed a report with I 
Ibe Securities and Exchange Commission that the earnings of ScienJ 
tlflc Literature Corporation during the period of its operations i 

I from the date of the merger through June 30, 1971 was profitable, j 
I, ,in support of its "Second Amendment" ‘ 

h I 


152. Plaintiff did not learn the untruths, omissions i 
and/or aforesaid actions of the aforesaid defendants until after j 
defendant 3 I Co. filed its annual 10 K Report for its fiscal yeai 
I ended June 30, ,972. In this Report, defendant 3 I Co. wrote off^ 


•I 
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its worthless acquisitions, as aforesaid; American Micromation 
I Industries, Inc., Information Company of America, I.C.A., Informa-| 
' tion Corporation of America and the data bank license. These writa 

I, 

offs in fiscal year ended June 30, 1972 as "charged extraordinary i 

I 

J items totalled $4,303,340.00. Furthermore defendant 3 I Co. dis-l 
closed the nature of defendant Nissan's "insider" involvement as 

i 

a 3 I Co. creditor and purchaser of a large block of 3 I Co. stock! 
j at a minimal cost. Plaintiff also became aware of the omissions | 

. and untruths in defendant Brownstein's aforesaid Report in the 
ij light of defendant 3 I Co.'s aforesaid annual lOK report. 

i 

; COUNT I 

; 

i 

I 

I 153. That at all times hereinbefore mentioned and as 

I 

j aforesaid, and in violation of The Securities Act of 1933, The 
1 ^ Securities Exchange Act of 1934, the Rules and Regulations of The 
ji Securities ar j Exchange Commission promulgated thereunder, the 
I laws of the State of New York and common law principles, the defen- 
. dants 3 I Co., Brodsky, Excerpta Medica, Von Eugen and Warren par¬ 
ticipated singly, acted in concert and/or in furtherance of their 

li 

! common fraudulent combination employed the scheme of a purchase 
agreement for the data bank license to defraud plaintiff and the 
class; aforesaid defendants participated singly, acted in concert 
and/or in furtherance of their common fraudulent combination en¬ 
gaged in a course of business relating to said data bank license 
which operated as a fraud on plaintiff and the class; aforesaid 
^sfsridants with the knowledge, assistance and connivance of each 
other did engage in the aforesaid purchase agreement of the data 
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bank license scheme and conspiracy and the .Urepresentatlons, 
onisslons and untruths thereof, to willfully, directly'or Indlrecti- 
ly, defraud plaintiff and the class by affecting the value of the j 
3 I Co. Co^bon Stock and thus affecting the purchase and sale of i 
3 I Co. Cowoon Stock and by so doing caused plaintiff and the clasfe 
I to purchase said 3 I Co. Co™on Stock, without knowledge of the ' 
l; facts hereinbefore alleged; aforesaid defendants falsel'y' stated ! 

; consideration for this data bank license purchase; aforesaid de- I 
^ fendants caused the b, lance she’et of defendant 3 I Co. to be grossj. 

I| ly Inflated and exaggerated both as to assets and capital, so as I 
« to mislead Plaintiff and the class; defendants 3 I Co., Brodsky. ! 

I 


I' 


Excerpta Medica and Warren falsely and/or olsleadingly specified | 

^ as the consideration for the data bank license purchase agreement j 
jj 46,666 3 I Co. shares, whereas their intention was to issue 46,6661 
; stock rights which rights they further Intended never to use; de- j 
' fendants 3 I Co.. Brodsky and Von Eugen falsely and/or mlsleadingli 
|| specified as the consideration for Von Eugen's services in connec-i 
■' tlon with the, aforesaid purchase agreement 30,000 3 I Co. shares, i 
^ Whereas their Intention was to issue 30,000 stock rights which j 
j rights they never fully intended to use; aforesaid defendants 3 I ! 

I Co., Brodsky, Excerpta Medica, Von Eugen and Warren participated | 

■ singly, acted in concert and/or in furtherance of their common I 
.j fraudulent combination made false and misleading statements of mati- 
11 erlal facts.and omitted to state material facts which were necessary 
to be made in order to make such statements not misleading; afore-'-' 
said defendants participated singly, acted in concert and'or in ; 

! furtherance of the common fraudulent action purchased this worthleLs 





data bank license so as to defraud, deceive and/or mislead plain- ! 

tiff and the class; said defendants Excerpta Medica, Von Eugen and I 

Warren aided and abetted defendants 3 I Co. and Brodsky by nondis-^ 

i 

closure and silence and inaction as to the aforesaid misrepresen- ! 
tations and omissions of material facts made by defendants 3 I Co. ^ 

I 

and Brodsky and by the aforesaid misrepresentations and omissions 
of material facts made by defendants Excerpta Medica, Von Eugen 
and Warren so as to mislead plaintiff and the class; defendants i 
Excerpta Medica, Von Eugen and Warren knew or should have known of 

defendants 3 I Co. and Brodsky's aforesaid actions to defraud, de- 

« i 

ceive and/or mislead plaintiff and the class. 

154. Aij the result of the aforesaid, the common-stock 
of defendant 3 I Co. was caused to have substantial aritificial 
price increase, whereas said common stock was and still is worth¬ 
less and at present is quoted at less than fifty ($.50) per share. 

155. As the result of the aforesaid, plaintiff and the 
class were induced to purchase the Common Stock, Class A of defen¬ 


dant 3 I Co. 


156. Plaintiff and the class sustained substantial losses 
as the result of the foregoing in the amount of $15,000,000.00. I 


COUNT II 


157. That at all times hereinbefore mentioned and as 
ij aforesaid and in violation of The Securities Act of 1933, The 
’ Securities Exchange Act of 1934, the Rules and Regulations of The 
j Securities and Exchange Commission promulgated thereunder, the laws 

I 

of the State of New York and common law principles, the defendants 



h 


u * 

I 

I ^ 

jl 3 I Co., Brodsky and Kessler participated singly, acted in concert^* 

, and/or in furtherance of their common fraudulent combination em- ' 

I ployed a scheme to enter into the aforesaid "Second Amendment" to ' 

,j their Agreement so to defraud plaintiff and the class; aforesaid ‘ 

I defendants participated singly, acted in concert and/or in further■^ 

. ance of their common fraudulent combination engaged in a course of| 

i business relating to this "Second Amendment" which operated as a 

!| I 

ji fraud on plaintiff and the class; aforesaid defendants with the i 

ij knowledge, assistance and connivance of each other did engage in 
the aforesaid ^Second Amendment" to their Agreement scheme and con-- 

jl 

I spiracy and the misrepresentations, omissions and untruths thereof 

I 

to willfully, directly and indirectly, defraud plaintiff and the 

class by affecting the value of the 3 I Co. Common Stock and thus 

affecting the purchase and sale of 3 I Co. Common Stock and by so 

ij doing caused plaintiff and the class to purchase said 3 I Co. Com- 
i| . j 

mon Stock without knowledge of the facts hereinbefore alleged; ' 

!) i 

|| despite the loss for the Scientific Literature Corporation for fisj 
I cal 1970 aforesaid defendants entered into "Second Amendment" in i 

' I 

order to defraud, deceive and/or mislead plaintiff and the class; 

! 

: and aforesaid defendants participated singly, acted in concert and,' 

I 

^ or in furtherance of their common fraudulent combination made falst; 
and misleading statements and omitted to state material facts whiclji 
were necessary to be made in order not to make such statements j 

i 

'J misleading to plaintiff and the class. j 

!i 158. As the result of the aforesaid, the common stock ' 

ji of defendant 3 I Co. was caused to have a substantial artificial I 
^ price increase, whereas said common stock was and still is worth- ! 


I 





!t 

I 
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less and at present is quoted at less than fifty ($.50) per share. 

159. As the result of the aforesaid, plaintiff and the 

class were induced to purchase the Coiranon Stock, Class A of defen¬ 
dant 3 I Co. j 

160. Plaintiff and the class sustained substantial los- 

! ses as the result of the foregoing in the amount of $15,000,000.00| 

1 I 

COUNT III 

■I 

I 

161. That at all times hereinbefore mentioned and as 
aforesaid and in violation of The Securities Act of 1933, The 

|| Securities Exchange Act of 1934, the Rules and Regulations of The 
I Securities and Exchange Commission promulgated thereunder, the law; 

of the State of New York and common law principles, the defendant 
• Lafrentz failed to disclose major misstatements and omissions of 
material facts in Reports they certified; defendant Lafrentz failed 
I to disclose the entire facts concerning the data bank license cost 
in their Certificates and Reports; defendant Lafrentz failed to j 

I j 

disclose in their Certificates and Reports the fact that Scientiti(p 
Literature Corporation had sustained a loss of earnings for fiscal 

i 

year 1970 as applicable to the aforesaid "Second Amendment" betweeip 
defendants 3 I Co., Brodsky and Kessler; defendant Lafrentz aided j 

I 

and abetted the non-disclosures of defendants 3 I Co., Brodsky, | 

, Excerpta Medica, Von Eugen and Warren as to the aforesaid purchase! 
agreement of the data bank license in order to defraud, deceive ' 
and/or mislead plaintiff and the class; defendant Lafrentz aided i 
and abetted the misrepresentations of defendants 3 I Co., Brodsky,! 

ij ' 

|| Excerpta Mcdica, Von Eugen and Warren as to the aforesaid purchase j 

•I ' 

I 

•i 

I 

I 

I 
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I agreement in order to defraud, deceive and/or mislead plaintiff an<| 

the class; defendant Lafrentz aided and abetted the non-disclosure| 
of defendants 3 I Co., Brodsky and Kessler as to the aforesaid 
^ 'Second Amendment"; defendant Lafrentz aided and abetted the mis- 
representations of defendants 3 I Co. , Brodsky and Kessler as to 
I the aforesaid "Second Amendment" in order to defraud, deceive and/, 
or mislead plaintiff and the class; defendant Lafrentz knew or 
should have known of the non-disclosures and misrepresentations of 
|| defendants 3 I Co. , Excerpta Medica, Von Euger and Warren as to the 
aforesaid data bank purchase agreement; and defendant Lafrentz 

I 

'I knew or should have known of the non-disclosures and misrepresen- 

i' . i 

tations of defendants 3 I Co. , Brodsky and Kessler as to their 
I Second Amendment" to their original Agreement. 

I 162. As the result of the aforesaid, the common stock o:^ 

I defendant 3 I Co. was caused to have a substantial artificial price 
I increase, whereas said common stock was and still is worthless and 
1 at present is quoted at less than fifty ($.50) per share, 
ij 163. As the result of the aforesaid, plaintiff and the 

l| class were induced to purchase the Common Stock, Class A of defen- 

!| 

dant 3 I Co. 

' 164. Plaintiff and the class sustained substantial los- 

i 

ses as the result of the foregoing in the amount of $15,000,000.00 

,( COUNT IV 

165. That at all times hereinbefore mentioned and as 
aforesaid and in violation of The Securities Act of 1933, The 
Securities Exchange Act of 1934, the Rules and Regulations of The 


I 

I 






I! 


r 

ll 
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S«curiti«s and Exchange Commission promulgated thereunder, the laws 

of the State of New York and common law principles, the defendants 

I 

3 I Co., Brodsky and Maurice participated singly, acted in concert 
and/or in furtherance of their common fraudulent combination em- i 
ployed a scheme to purchase the remaining interest in American 

Micromation Industries, Inc. so as to‘defraud plaintiff and the 

• . ' 

class; aforesaid defendants participated singly, acted in concert , 

{ 

and/or in furtherance of their common fraudulent combination en- ! 

I 

gaged in a course of business in purchasing the remaining interest 




in American Micromation Industries, Inc, which operated as a frauc 
on plaintiff and the class; aforesaid defendants with the knowledge, 

j 

assistance and connivance of each other did engage in the purchas^ 


of the worthless remaining interest in American Micromation Ind- 
ustries, Inc. scheme and conspiracy and the Misrepresentations, 


j omissions and untruths thereof, to willfully, directly and indir- ' 

I ; 

j ectly, defraud plaintiff and the class by affecting the value of J 

I I 

the 3 I Co. Common Stock and thus affecting the purchase and sale < 

of 3 I Co. Common Stock and by so doing caused plaintiff and the ’ 

I 

class to purchase said 3 I Co. Common Stock without knowledge of | 

ij the facts hereinbefore alleged; despite the fact that aforesaid ! 

j * ' 

j defendants knew that the purchase price of the aforesaid remaining 

! interest was grossly disproportionate to the original purchase of ' 

J 

an interest therein, aforesaid defendants consummated the purchase 
in order to.defraud, deceive and/or mislead plaintiff and the class; 

aforesaid defendants failed to act at "arms-length" fox the pur- ' 

j 

chase negotiations in order to defraud, deceive and/or mislead j 

I I 

I plaintiff and the class; aforesaid defendants participated singly,^ 

i! 
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I acted in concert and/or in furtherance of their conmon fraudulent 

.| combination made false and misleading statements and omitted to 
I state material facts which were necessary to be made in order not 

'! to make such statements misleading to plaintiff and the class- 

l' 

aforesaid defendants participated singly, acted in concert and/or 
in furtherance of their common fraudulent combination purchased 
this worthless remaining interest in aforesaid American Micromation 

]| Industries, Inc. so as to defraud, deceive and/or mislead plaintif: 

! and the class. 

! 

I 166. As the result of the aforesaid, the common stock 

( 

of defendant 3 I Co. was caused to have a substantial artificial 
^ price increase, whereas said common stock was and still is worth- 

II less and at present is quoted at less than fifty ($.50) per share, 

j 167. As the result of the aforesaid, plaintiff and the 

, class were induced to purchase the Common Stock, Class A of defen- 
■i dant 3 I Co. i 


I 168. Plaintiff and the class sustained substantial los- 

i{ ses as the result of the foregoing in the amount of $15,000,000.00 

! 


COUNT V 


169. That at all times hereinbefore mentioned and as 
I aforesaid and in violation of The Securities Act of 1933, The 
Securities Exchange Act of 1934, the Rules and Regulations of The 
Securities and Exchange Commission promulgated thereunder, the law 
of the State of New York and common law principles, the defendants 
3 I Co., Brodsky, Arthur W. Elias, Marvin S. Riesenbach, Marvin 
Schiller and Irving H. Sher participated singly, acted in concert 


t 




And/or in furtherAnce of th©ir common frAudulent ccmbinAti 


ion em¬ 


ployed a scheme to purchase the assets of Information Company of [ 

j 

America, I.C.A, and Information Corporation of America so as to | 
defraud plaintiff and the class; aforesaid defendants participated 


singly, acted in concert and/or in furtherance of their 


common 


fraudulent combination engaged in a course of business in purchas-j 
ing the assets of these aforesaid corporations which operated as | 
a fraud on plaintiff and the class; aforesaid defendants with the ' 
knowledge, assistance and connivance of each other did engage in | 

the aforesaid purchase of the worthless assets of these aforesaid I 

! 

corporations scheme and conspiracy and the misrepresentations, ( 

1 

I 

omissions and untruths thereof, to willfully, directly and indir- ! 

i 

ectly, defraud plaintiff and the class by affecting the value of ' 
the 3 I Co. Common Stock and thus affecting.'the purchase and sale ! 
of 3 I Co. Common Stock and by so doing caused plaintiff and the | 

I 

class to purchase said 3 I Co. Common Stock without knowledge of ! 

I 

i 

the facts hereinbefore alleged; despite the fact that these defend- 

I 

ants knew that one of these corporations was inactive and that thd 

[ 

other corporation was in deficit, aforesaid defendants consummated 
this purchase in order to defraud, deceive and/or mislead plain-' 

i • 

tiff and the class; aforesaid defendants failed to act at ’’arms- j 

I 

length" for the purchase negotiations in order to defraud, deceive 

I 

and/or mislead plaintiff and the class; aforesaid defendants part-J 

icipated si.ngly, acted 4n concert and/or in furtherance of the i 

i ■ 

common - fraudulent combination made false and misleading statement^' 

i 

and omitted to state material facts which were necessary to be 
made in order not to make such statements misleading to plaintiff' 


I 





II and the class; aforesaid defendants participated singly, acted in 

j concert and/or in furtherance of the common fraudulent combination 
• 

I purchasing these worthless assets of these aforesaid worthless 

t 

! corporations so as to defraud, deceive and/or mislead plaintiff ' 

I j 

I and the class. i 

■J 

170. As the result of the aforesaid, the common stock j 
of defendant 3 I Co. was caused to have a substantial aritificial i 

"... i 

price increase, whereas said common stock was and still is worth- j 
, less and at present is quoted at less than fifty ($.50) per share. , 

: 171. As the result of the aforesaid, plaintiff and the 

I 

jj class were induced to purchase the Common Stock, Class A of defen- 
‘i dant 3 I Co. 

I . i 

! 172. Plaintiff and the class sustained substantial los-' 

les as the result of the foregoing in the amount of $15,000,000.0( . 

I 

! COUNT VI i 

- i 

i: 

II 17 3. That at all times hereinbefore mentioned and as 

'! i 

^1 aforesaid and in violation of The Securities Act of 1933, The ' 

i 

j Securities Exchange Act of 1934, the Rules and Regulations of The 
Securities and Exchange Commission promulgated thereunder, the laws 
'! of the State of New York and common law principles, the defendant 
,i Nissan employed schemes and/or artifices to defraud plaintiff and 

li 

' the class; defendant Nissan participated singly, acted in concert 

!| and/or in furtherance of their cc mon fraudulent combinations with 

i! 

1 defendants Brownstein, 3 I Co., Brodsky, Maurice, Kessler, Arthur 
i W. Elias, Marvin S. Riesenbach, Marvin Schiller and Irving H. Sher, 

i I 

employed schemes and/or artifices to defraud plaintiff and the ! 


I 



I class; defendant Nissan engaged in acts, practices and/or a course 
I of business which operated as a fraud on plaintiff and'the class- i 

’ t 

defendant Nissan participated singly, acted in concert and/or in i 

i 

furtherance of conunon fraudulent combinations with defendants | 
Brownstein, 31 Co., Brodsky, Maurice, Kessler, Arthur W. Elias, \ 

I 

Marvin S. Riesenbach, Marvin Schiller and Irving H. Sher, engaged j 
j in acts, practices and/or a course of business which operated as j 
. j a fraud on plaintiff and the class; defendant Nissan in furtherande ^ 
Ij of the common fraudulent combinations into which all of these afor^- 
said defendants had entered and were made on behalf of the afore- i 

. i 

said defendants with intent to deceive and/or defraud plaintiff j 

j and the class discussed the finances of defendant 3 I Co. with j 

|| defendant Brownstein prior to defendant Brownstein's preparation 
j| of a Report on defendant 3 I Co. and advised* other firms, brokerac e | 
j houses and individuals in the business and investment community \ | 

I of the advent of said Report; defendant Nissan was in-a collusive i 

! ^ I 

j position as to defendant 3 I Co, as a shareholder and creditor i 

thereof and being employed as a broker by defendant Walston, a j ! 

! 

dealer in defendant 3 I Co.'s securities; defendant Nissan parti- ' 

t 

cipated singly, acted in concert and/or in furtherance of the com-j 

« 

inon fraudulent combinationamade false and/or misleading statement^ 

♦ 

and omitted to state material facts which were necessary to be j 

made in order not to make such statements misleading to plaintiff! 

• 

and -^'iie class; defendant Nissan knew or should have known that hii 

* * t • 

statements as to the finances of defendant 3 I Co. were untrue J , 

and that his evaluations of 3 I Co.'s the then present financial ! 

I ‘ ! 

.1 condition and business operations and its future earnings and > j 




I 

I 


I 





prospects were incorrect so as to defraud, deceive and/or flslead®* 
plaintiff and the class; the defendant Walston failed to exercise ! 
reasonable supervision over defendant l^ssan to prevent all the | 
aforesaid; defendant Walston by its silence and inaction permitted 
defendant Nissan to defraud, deceive and/or mislead plaintiff and 


the class. 


174, As the result of the aforesaid, the co™in stock i 
of defendant 3 I Co. was caused to have a substantial artificial i 
price increase, whereas sais common stock was and still is worth- f 
less and at present is quoted at less than fifty ($ . 50 ) per sharj. 

^ 175. As the result of the aforesaid, plaintiff and the 
Class were induced to purchase the Common Stock, Class A of defenj- 


ant 3 I Co. 


170. Plaintiff and the class sustained substantial losj- 
es as the result of the foregoing in the amount of $15,000,000.00.1 


CCXJNT VII 


I i 

I 177. That at all times hereinbefore mentioned and as i 

aforesaid and in violation of The Securities Act of 1933, The Sec-j 

urities Exchange Act of 1934, the Rules and Regulations of The I 

Securities and Exchange Commission promulgated thereunder, the la^s 

of the State of New York and common law principles, the defendant j 

Brownsteln employed a scheme to defraud plaintiff and the class; | 

defendant B^ownstein participated singly, acted in concert and^orj 

in furtherance of common fraudulent combinations with defsjndants j ' 

3 I Co.. Nissan. Brodsky and Maurice employed a scheme to defraudj 

plaintiff and the class; defendant Brownstein engaged in the act ; 

^ I 
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of prep»ring a Report on defendant 3 I Co. which operated as a 

fraud on Plaintiff and the class; defendant Brownsteln partlclpatjd 
j singly, acted in concert and/or in furtherance of con^on fraudulent 
I combinations with defendants 3 I Co., Nissan. Brodsky and Maurice J 
I engaged in the act of preparing a Report on defendant 3 I Co. whtJh 
j operated as a fraud on plaintiff and the class; defendant Brown- i 
I stein in furtherance of the common fraudulent combinations into ^ 
l' mhlch all of these aforesaid defendants had entered and were made 
j on behalf of the aforesaid defendants with intent to deceive and • 

I defraud plaintiff and the class prior to his preparation of his j 

j aforesaid Report on defendant 3 I Co. discussed the finances of j 

said defendant 3 I Co. with defendant Nissan, Brodsky and Maurice;' 
defendant Brownsteln participated singly, acted in concert and/or ' 

I In furtherance of the common fraudulent combinations prepared the ! 
j aforesaid Report on defendant 3 I Co. which Report contained falsj 
and/or misleading statements and omitted to state materla-l facts • 
Which were necessary to be made in order not to make such st.temetjts 
! misleading to plaintiff and the class; defendant Brownsteln knew | 
or should have known that his aforesaid Report contained inflated j 
reports, untrue statements. Incorrect statements and evaluations i 
of defendant 3 I Co.’s past and present financial condition and j 
business operations and reckless pro.iections of defendant 3 I Co.’'s 
future earnings and prospects so as to defraud, deceive and/or ! 
mislead plaintiff and the class; defendant Brownsteln failed to I 
sufficiently investigate the known Information of defendant 3 I Cd.'s 
finances which would lead to other information which should have 
been incorporated in his aforesaid Report; and defendant Brownsteln 





I failed to properly Investigate the finances ofdef.ndant 3 I Co”' 
j before preparing his aforesaid Report so as not to defraud, deceive 
; and/or mislead plalntltt and the class, the defendant Marine Mid- i 
. land failed to exercise reasonable supervision over defendant j 
i, Broensteln to prevent all of the aforesaid, defendant Marine Mid- ' 

Ij land by its silence and inaction permitted defendant Broensteln | 

I to defraud, deceive and/or mislead plaintiff and the class i 
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)j 178. As the result of the aforesaid ^ i 

il , oresaia, the common stock 

of defendant 3 I Co. was caused to have a substantial artificial 
I price increase, whereas said co™s.on stock was and still ia worth- j 
I less and^at present is quoted at less than fifty ($ . 50 ) per shar,i. 

179. As the result of the aforesaid, plaintiff and thej' 

class were induced to Durcha«:o n ^ i 

XO purchase the Common Stock, Class A of defend¬ 
ant 3 I Co. I 

180. Plaintiff and the class sustained substantial losi- 
es as the result of the foregoing in the aoount of $15,00p,000.0oi 

t 

judgment j 

I 

WimREPORE,' Plaintiff and the Class demands judgment 
against defendants, as follows: 

I 

(a) that this action be declared as maintained j ' 
as a class action pursuant to the provisions of Rule ' 

23 of the Federal Rules of Civil Procedure- ! 

* 1 

(b) that defendants be adjudged jointly and severi 
, ally liable to plaintiff and the plaintiff class for | ' 

compensatory damages In the amount of $15,000,000.00 ' 

and, in addition, punitive damages; 




1 


7\a ' 

(c) that plaintiff be awarded costs and reasonable . 
counsel's fees, 

together with such other and further relief as to this Court shall' 


appear just and equitable. 


!l 


•I. 

I 

I 

I 

t 


li 

>1 

il 



I 

I 

♦ 



ROBERT R, KELTCAI. I 

Attorney for the Class ! 

42 Third Avenue < 

Mineola, New York 11501 ‘ 

510-746-5711 ! 
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UNITED STATES DISTRICT* TTOL'RT ^'^STR^Cf^^N. 

^ FILED 

ERN DISTRICT OF NEW YORK A^* 

S» » W5 . 


SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 


-against- 


Plaintiff, 


WALSTON AND CO., INC., et al.. 


Defendants. 


S I R S ; 


SIF s on 

^ «> ^OK 


L ^ 

b3 Civ. 


2200-DBb' 


NOTICE OF MOTION 


PLEASE TAKE NOTICE that, upon the annexed affi¬ 
davit of Richard G. Lyon, sworn to September 4, 1973, the 
supporting memorandum, and all prior proceedings herein, 
defendant Marine Midland Bank-New York, by its undersigned 
attorneys, will move this Court on S eptem ber 17, 1973, 
before Honorable Dudley B. Bonsai, United States Court 
House, Foley Square, New York, New York at 9:30 A.M. or as 
soon thereafter as counsel may be heard, for an order, 
pursuant to Rule 37 of the Federal Rules of Civil Procedure, 
compelling the plaintiff to appear for deposition upon oral 
examination by defendant Marine Midland Bemk-New York, by 
reason of the failure of the plaintiff to appear for 
deposition pursuant to notice, and for such other and 
further relief as the Court may deem just and proper. 


Dated; New York, New York 


September 4, 1973 


Yours, etc., 
SULLIVAN (i CROMWELL 


(A Member of the Firm) 
Attorneys for Defendant 
Marine Midland Bank-New York 
48 Nall Street 
New York, New York 10005 
• •'T- PI on 
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. - AFFIDAVIT OF RICHARD G. LYON IN'SUPPORT OF MOTION 

DATED SEPTEMBER 4, 1973 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OK NEW YORK 


ROBERT R. FELTON, 


I’l.iint-il £, 


-aqainst- 

WALSTON AND CO., INC., '-‘L al.. 

Defendants. 


73 Civ. 2200-unil 
affidavit 


X 


STATE OF NEW YORK ) 

; ss . : * 

COUNTY OF NEW YORK ) 

RICHARD G. LYON, hoinq duly sworn, deposes and says 

1. I am a member of the bar of this Court, asso¬ 
ciated with the firm of Sullivan & Cromwell, counsel to 
' defendant Marine Midland Bank-New York ("Marine Midland") m 
this action. I make this affidavit in support of Marine 
Midland's motion for an order compelling plaintiff to appear 
for deposition upon oral examination in this action. The 
affidavit is also submitted as required by Rule 9(f) of the 


General Rules of this Court. 

2. The original complaint in this action was 

served on Mnrine Midland on May 23, 1973. By notice dated 
July 3, 1973, Marine Midland noticed the deposition of 
plaintiff upon oral examination for July 13, 1973. By order 
of this court dated July 13, 1973, the deposition of plaintiff 

was adjourned to August 1, 1973. 

3. During oral argument on various motions on 

July 20, 1973, this Court ordered all discovery stayed pend 
Ing determlnatic .1 of the motions. The motions were decided 
on July 27, 1973, and on August 9, 1973, plaintiff served an 
amended complaint on defendants. 








4. By letter dated August 6, 1973, I advised 
plaintiff that we would proceed with his deposition pursuant 
to the original notice as modified by the order of July 13, 
on August 16, 1973. A copy of this letter is annexed as 
Exhibit A. 

5. By letter dated August 10, 1973, the plaintiff 
advised that he would be unavailable for deposition until 
Augus*- 30, 1973. A copy of thit> letter is annexed hereto 

as Exhibit B. 

6. In a telephone conversation initiated by me 
on August 13, 1973, the plaintiff and I agreed that Marine 
Midland would take his deposition on August 27, 1973. I 
subsequently confirmed this by letter to the plaintiff 
dated August 15, 1973. A copy of this letter is annexed 

I 

hereto as Exhibit C. 

7. By letter dated August 16, 1973, Richard W. 

Lyon, Esq. advised me that Breed, Abbott & Morgan, counsel 
to defendants Walston s, Co., Inc. ("Walston") and James 
Nissan ("Nissan") would not attend the deposition on 

August 27, and that counsel to said defendants "reserve * 

[their] right to depose [plaintiff) on behalf of Walston and 
Nissan on some subsequent occasion." A copy of this letter 
is annexed hereto as Exhibit D. * 

8. I was out of my office during the week of | 

August 20 on another matter, and on Thursday, August 23, I 
telephoned plaintiff's office from Los Angeles to confirm 
that Marine Midland intended to proceed with his deposition | 
on August 27. I did not speak with plaintiff, but I left ! 
that message with his office. Later on August 23 plaintiff ‘ 
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returned the call while 1 was in deposition, and left word 
that he would not attend the deposition. I attempted to 
telephone plaintiff, and called his office once again on 
August 23 and twice on August 24. On each occasion I was 
unable to speak with plaintiff, but left with his office 
the message that we intended to proceed with the deposition. 

8. On August 27, 1973, William E. Willis, Esq. 

(of Sullivan & Cromwell) and I appeared at the agreed-upon 
time and place to take plaintiff's deposition. Plaintiff 
did not appear for deposition and his default and the cir- 
cumsteinces thereof were duly noted on the record. Also on 
August 27 I notified plainU-ff by telegram of our notice of 
default and our intention to move this Court for appro¬ 
priate sanctions. A copy of the telegram is annexed 
hereto as Exhibit E. 

9. By letter dated August 28, 1973, plaintiff 
agreed to appear for deposition on September 5, 1973, as 
requested in my telegram. A copy of this letter is annexed 
hereto as Exhibit F. 

10. On Friday, August 31, I received a telephone 
call in Miami from plaintiff, who advised that he would not 
appear for deposition on September 5, or at any subsequent 
date unless ordered to do so by this Court. 

11. In view of the plaintiff's repeated failure 
to appear for deposition on dates agreed upon between him 
and counsel for Marine Midland, I respectfully request that 
this Court issue an order compelling the plaintiff to appear 
for deposition. 


-3- 
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12. On September 4, 1973, l'received a letter from 
plaintiff dated August 31, 1973. A copy of this letter is 
annexed as Exhibit G. The text of the letter confirms the 
telephone conversation referred to in paragraph 10 of this 
affidavit, and also indicates that further efforts to 
resolve this issue short of formal motion, as required by 
Rule 9(f) of the General Rules of this Court, would be 
fruitless. 


Sworn to before me this 
4th day of September 1973. 



PETER J. PETINO 
Nottiy Hubiic, Stale ol New York 
No. 41-834U;!0 
Qualitiei! in Queens County 
OMMBission Ej^wm Maicti 30,1974 




I 


( 


I 

1 

1 

t 

I 

I 

I 

I 


-4- 


1 







EXHIBITS ANNEXED TO FOREGOING AFFIDAVIT 




exhibit a - LETTER FROM SULLIVAN AND CROMWELL TO ROBERT R 7-. 

FELTON OATEO AUGUST 6, 1973 ‘ 



^•JI-LIVAN dt Cf/OMWtLL 


CASiaAouH*** *-*orcou»T. N*w roiin 


40 Wall Street, new York looo5 

1*0 R><|. AVtNUt. N<» yORR 100.7 

l>. «V«RU. -.T.CNON, 7700. RAR.. 

Al IHONMOMaRR lAnr. LONOOM RCAV RjR 

Aucjust 6, 1973 


R. Folton-«i4rT.. 

•12 Third AvrfhueT^ 

■•'J.neola,/ h’o-w7 Yon 10501. 


D«4r Jir. Pal ton: 


aton Y. llAlaton i co.. inc.. ..y .■ 


torn, ony. v.rlou. notion, on July 23 , 

Judge Boneal dlroctcAthat Ji 

^at^ l wi 3 cov«ry co stayed pending 

hi. Jo=i.ion on ti.o3n notion.^^^tho notion, nay. „o. o,„ 

U.ciJ.a, wo nr. pronnroj tvOoAitn your i.oo.iUon, 

pnr.a.nt to notion, intni July l.V/l, ani .ajoumnO by 

OJhiRr, dRtRU Juiy 13, 1973 , ^ ,iugu.t l.j 

Flo... noto t.n.t wo ;iu ^rocL wtm 
Oopouitlon pa„unnt to nnij notic. 1,73, at 

th. tio. PI.0. ^ 

flict on till, data plan., call na pronptly Md w. can .n- 

dRARor to work out «. .,r.««t on « adjonm-mt.) 

Si xicer ely youxs. 


cc: Julius r^lnn, Jsq, 

Klchard W. Lyon, Esq, 


Richard G. Lyon 
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EXHIBIT B 

Sl//A nr/ 


PIONCCR O ■ S /II 


LETTER FROM ROBERT R. FELTON TO SULLIVAN AND 
CROMWELL DATED AUGUST 10, 1973 


y/3 -^/nrr/ S!/i «nu0 

August 10, 1973 


Sullivan and Cromwell 

48 Wall Street 

New York, New York 10005 


Richard Lyon, 


Felton vs, Walston and Co, 
Inc.. et al. 


Dear Sirs: 

In reply to your letter of August 6, 1973 wherein you proposed 
a new date for my deposition, I wish to state that in view of the 
fact that an Amended Complaint has just been served on your office 
as attorneys for defendants Brownstein and Marine Midland Bank - 
New York, the earliest date that I would be available for this depo¬ 
sition would be August 30, 1973. 

I understand that Mr. Jules Winn of Leon, Weill and Mahony and 
Mr, Richard W. Lyon of Breed, Abbott and Morgan have been advised 
of your suggested deposition date and that they plan to be present 
at my deposition. In the spirit of fairness I request that all 
three (3) attorneys be present and finish at one time with my depo¬ 
sition. 

If this date is agreeable to all of you, I will be available 
at 10 a.m. on August 30, 1973 at United States District Court, Room 
601, United States Courthouse to begin my deposition. 

Respectfully yours. 


Robert R. Felton 


RRF;pc 


cc: Jules Winn, Esq. of Leon, Weill and Mahony 

Richard W. Lyon, Esq, of Breed, Abbott and Morgan 
Honorable Judge Dudley Bonsai 







EXHIBIT C - LETTER FROM SULLIVAN AND CROMWELL TO ROBERT R 
■••JLLI VAIN/ iV C-»<O.V1 VVLLU FELTON DATED AUGUST 15, 1973 


NIW W).t« in . ..MUN, ,tJl .1,0 

11 •»»,4 IINIIIIN.I10N4L1. ,OOM,,riCl ^ 

r.»Lr.ou».,. l Au.cou^T. ,o,K 43 Wall. Street. New York looos 


aso PARK AV«NUt. NIW VOPK 10017 
W. AV«NUF MArt'-.NOM, 7^009 PA 1 ||» 

II mONMON6IH L>NC. LONDON KCIV IJO 



V«ry txuly yours. 


P^lchsrd G. Lyon 

(Enclosurs) 

oci Klcheurd w, Lyon, Bsq. 

Julius Winn, Lsq. 
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EXHIBIT D - LETTER FROM BREED, ABBOTT AND MORGAN TO 
ROBERT R. FELTON AND SULLIVAN CROMWELL DATED AUGUST 

16 . 1973 

Or?EEd, A'obot r a . Morgan 

ONt: CHASE MAtJHATTAN PLAiTA 
NEW YORK, N Y. 10005 

..*CUT AVCNUC MM 
(MASHIMOTON, O C. 2000* 

/ 

August 16. 1973' 

Richard 6. Lyon. Esq. 

Sollivan & Cronwall 
48 Wall Streat 
New Yoric. N.y. 10005 

Bobart R. Faltoa. Esq. 

42 Third hrmmam 
MiaMla. Naw York 11501 

Ra: Felton v. Walston & Co. 

Gantlwiaawt 

I havo received a copy of Mr. Lyon's letter to 
Mr. Felton dated Aognat 15. 197 j. advising that defendant 
Marine Midland Bank-Haw York will take the deposition of 
the plaintiff on August 27. 1973. Neither Mr. Kelly nor 
j^yself will be able to attend a deposition on that date 
since we will both be out of town on vacation. 

Accordingly, we request that the deposition of 
the plaintiff be adjourned to a date subsequent to Labor 
Day and. of course, in the event that Mr. Felton is deposed 
on August 27. reserve our right to depose him on behalf of 
Walston and Nissan on scow subsequent occasion. 

Sincerely. 


cc: Leon. Weill & Mahoney. Esqs. 
261 Madison Avenue 
New York. N.Y. 10016 
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exhibit E - LETTER FROM SULLIVAN AND CROMWELL TO ROBERT 

R. FELTON 

•I » I I I . • 

TlLltOoX.l, L'.Ur.J Ytjr-f 

Re: Folt:on v. V/j1 3 ton . ct alt 

Dear Mr. Felton: 

Upon your failure to appear for deposition this 
morning, defendant Marine Midland Bank - New York noted 
your default, and the circumstance-^ thereof, on the record 
and is prepared to move the Conrt for appropriate sanctions. 

The motion for sanctions will be deferred if yon agree to 
appear for your deposition on Wednesday, September 5 , 1973 at 
10 a.m. in Room 601, United States Court House, Foley Square, 
New York. The revised Schedule for production of documents 
enclosed with my letter to you of August 15, 1973, will apply 
to this deposition. 

I have discussed the September 5 deposition date 
with Julius Winn of Leon Weill & Mahoney and with Richard W. 

Lyon Of Breed, Abbott & Morgan and neither raised any objection 
to that date. 

If the above is acceptable, please advise immediately. 

Richard G. Lyon 

Sullivan & Cromwell, 
attorneys for Defendant 
Marine Midland Bank- 
New York 







EXHIBIT F - LETTER FROM ROBERT R. FELTON TO SULLIVAN AND 
, y,. CROMWELL DATED AUGUST 28 , 1973 




fM<jNCC.fl e-57H 


CerA-fvf^ I 


' //t ff/ 

-//SO/ 

August 28, 1973 


Sullivan and Cromwell 

48 Wall Street 

New York, N.Y. looos 


Belton V. Walston anH 
Inc. , ct al. ■ 

Richard Lyon. 

Dear Sir: 

We never agreed tn m,, 

Please be advised that it 

action along to a speedy conclusion^ intention to move this 

plashed amicably or otherwise My hone^i^ iT ^'eadily accom- 
relationship. * ^ °P® would be for an amicable 

on September 6 , 1973. FurtherLrfBrLd^ A t k attorneys 

.a. 

and Morgan's letterf°yoi”LsistL^unirt^^ Breed, Abbott 

default." I do not understand what ^ ®rally on taking your 
lateral action. accomplished by this uni- 

In any event I will be au-n-ii>KT ^ 

^aded that as stated in your telegrim Mr Courthouse pro- 

and Mahony and Richard W Lvon t,r Leon, Weill 

appaar „„ this date and 

deposition. agree to be bound by my 






Exhibtt F - Letter from Robert R. Felton to Sul 1 Ivan 




and Cromwe 


PIONICK 6-S7II 


■^■2 ^yAtT^ 

//^nsoAm,, y\f. yy ^/S^/ 


p^elton V. Walston and Co. 
Inc.. et al. 


Page 2 


I ani sending copies of this letter to them by 
certxfled mail. If either or both of them object to this date I 

r^l973 advise me accordingly by no later than September 

io igrfe on require another date for all parties 


RRFidw 


Respectfully yours, 

Robert R. Felton 


Copies to Jules Winn, Esq. of Leon, Weill and Mahony 

Richard W. Lyon, Esq. of Breed, Abbott and Morgan 




EXHIBIT G - LETTER FROM ROBERT R. FELTON TO SULLIVAN AND • o7 ' 






PIONEER e*97ll 


August 31, 1973 


Sullivan and Cromwell 

48 Wall Street 

New York, N.Y. 10005 


Att: Richard Lyon, Esq. 


Felton V. Walston and Co. 
Inc. . et al. 


Dear Sir, 

You were quite correct in stating that Jules Winn threw a 
"monkey-wrench” into our plans for my deposition on September 5, 
1973, by his letter of August 29th, 

Furthermore, Mr. Clinton Gettig has informed me that defend¬ 
ant 31 Co./Information Interscience, Inc. has defaulted and not 
appeared on August 20, 1973 pursuant to ray Notice of Deposition 
upon Written Questions. 

In view of the foregoing I believe that we should move the 
Court to obtain pre-trial orders for discovery and depositions 
herein. 

Respectfully yours, 

Robert R. Felton 

RRFrdw 

Copies to: Richard W. Lyon of Breed, Abbott and Morgan 
Jules Winn of Leon, Weill and Mahony 

Dy WILLIAM L WILLIS 

<A Member of the Pina)- 

Attorneys for Defendant 

; ‘‘« 2 :lne Midland Bank-New York 

' 48 V/all Street 

New York, New York 10005 
(212) 422-BlOO 


Copies to; 


' ! 


4 
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ANSWER OF DEFENDANT JOEL BROWNSTEIN (FllrJ September 5 1971) 

TO AMENDED COMPUINT ' ' 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 

Plaintiff, 

agalnst- 

WALSTON AND CO., INC., et al. . 

Defendants. 


X 

> 


: No. 73 Civ. 2200 DBB 

: ANSWER OF DEFENDANT 
JOEL BROWNSTEIN 


I 

X 


Defendant Joel Brownstein ("Brownstein"), by 
his attorneys, Sullivan ft Cromwell, answering the amended 
complaint hereini 

FIRST DEFENSE 

1. Denies the allegations contained in paragraph 1, 
except admits that plaintiff purports to assert claims against 
defendants under the Securities Exchange Act of 1934, the 
Securities Act of 1933, "the rules and regulations of the 
Securities and Exchange Commission promulgated thereunder", 
the General Business Law of the State of New York, and 
common law principles. 

2. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 2, except admits: (i) that some of the acts 
and transactions described in the amended complaint purport¬ 
edly occurred within the Southern District of New York; 

(ii) that defendant Marine Midland Bank-New York ("Marine 
Midland") has branch banks located in various places in 
the City of New York; and (ill) that defendant Walston 
ft Co., Inc. ("Walston") maintains brokerage offices within 
the Southern District of New York. 





86a 


3. Denies knovledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 3 and 4. 

4. Denies the allegations contained in paragraph 5, 
except admits that plaintiff purports to bring this action 
"individually and as a class action", and that plaintiff 
defines the purported class in said paragraph 5. 

5. Denies knowledge or information sufficient: to 
form a belief as to the truth of the allegations contained 
in paragraph 6. 

6. Denies the allegations contained in paragraphs 
1 , 8, 9, 10 and 11. 

7. Denies knowledge and Information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 12. 

8. Denies knowledge or Information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 13, except admits that defendant James Nissan 
("Nissan"), (1) was a registered representative licensed 

to purchase and sell securities and (11) was at one time 
an employee of defendant Walston. 

9. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 14, 15 and 16. 

10. Admits upon Information and belief the alle¬ 
gations contained in paragraph 17. 

11. Admits the allegations contained in para¬ 
graphs 18 and 19. 

12. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 20. 
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13. Adinl\8 the allegations contained In paragraphs 
21, 22, 23 and 24. 

14. Denies the allegations contained In paragraphs 


25, 26, 27 and 28. 


29. 


30. 


31. 


15. Admits the allegations contained In paragraph 

16. Denies the allegations contained In paragraph 

17. Admits the allegations contained In paragraph 


18. Denies knowledge or Information sufficient to 
form a belief as to the truth of the allegations contained 
In paragraphs 32, 33 and 34. 


19. Admits the allegations contained In paragraph 
35. 

20. Denies the allegations contained In paragraphs 


36 and 37. 


21. Admits the allegations contained In paragraph 

38, amd avers that Brownsteln Informed defendant Nissan 

(I) that he was prer :~lng a report concerning defen¬ 
dant 31 Company/Information Interscience, Inc. ("31") amd 

(II) that said report was for use by Brownsteln's employer 
only. 

22. Denies the allegations contained In paragraphs 

39, 40, 41 and 42, except admits preparing a report and 
respectfully refers the Court to said report for a true 
amd complete statement of its contents. 

23. Denies the allegations contained In paragraphs 


43 amd 44. 
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24. Denies ^e allega'tions contained in paragraphs 
45, 46 and 47 which refer or is intended to refer to defen¬ 
dant Brownsteln, and denies knowledge or information 
sufficient to form a belief as to the truth of the allega¬ 
tions contained in said paragraphs 45, 46 and 47 which refer 
or are intended to refer to defendants other than Brownsteln. 

25. Denies knowledge or J''formation sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 48 and 49, except admits that at one time 
defendant Gerald Brodsky ("Brodsky") was president and chief 
stockholder of defendant 31. 

26. Admits the allegations contained in paragraphs 
50 and 51. 

27. Admits the allegations contained in paragraph 
53, and avers Brownsteln advised defendant Brodsky (1) 
that he was preparing a report concerning defendant 3i 

emd (li) that said report was for use by Brownsteln's 
employer only. 

28. Denies the allegations contained in paragraphs 
52, 54, 55, 56, 57, 58, 59 and 60 which refer or are intended 
to refer to defendant Brownsteln; denies knowledge or 
information sufficient to form a belief as to the truth of 
the allegations contained in said paragraphs 54, 55, 56, 57, 

58, 59 and 60 which refer or are intended to refer to 
defendants other than Brownsteln; and respectfully refers 
the Court to the report referred to therein for a true 

and complete statement of its contents. 

29. Denies knowledge or Information sufficient 
to form a belief as to the truth of the allegations con¬ 
tained in paragraphs 61 and 62. 



30. Admits the allegations contained In paragraphs 


63 and 64. 


31. Denies knowledge or Information sufficient to 
form a belief as to the allegations contained in paragraph 


32. Admits the allegations contained in paragraphs 


66 and 67. 


33. Denies the allegations contained In paragraph 


34. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 69, 70, 71, 72, 73, 74, 75, 76, 77, 78, 79, 

80, 81, 82, 83, 84, 85, 86, 87, 88, 89, 90, 91, 92, 93, 94, 
95, 96, 97, 98, 99, 100, 101, 102, 103, 104, 105, 106, 107, 
108, 109 and 110. 

35. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
In paragraph 111, except admits that defendant Main Lafrentz 
and Co. ("Main LaFrentz") are certified public accountants. 

36. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 112, 113, 114, 115, 116, 117 and 118, except 
admits that defendant Main Lafrentz rendered an opinion on 
the consolid«.ted financial statements of defendant 3i and 
subsidiaries for the fiscal year ended June 30, 1970 ("the 
1970 31 financial statements"); and respectfully refers the 
Court to said opinion and financial statements, including 
the notes thereto, for a true and complete statement of 
their respective contents. 
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37. Denies knowledge or Infomatlon sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 119, 120, 121, 122, 123, 124, 125 and 126. 

38. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
paragraphs 127 and 128, except respectfully refers the Court 
to the 1970 3i financial statements, including the notes 
thereto, for a true and ccmplete statement of their contents. 

39. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 129 and 130. 

40. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 131, 132, 133 and 134, except respectfully 
refers the Court to the 1970 31 financial statements, in¬ 
cluding the notes thereto, and the opinion thereon for a true 
and complete statement of their respective contents. 

41. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 135, 136, 137, 138, 139, 140, 141, 142, 143, 
144, 145, 146, 147, 148 and 149. 

42. Denies knowledge or infojrmation sufficient to 
form a belief as to the truth of the allegations contained 

in paragraph 150, except respectfully refers the Court to the 
1970 31 financial scateroents, including the notes thereto, 
and the opinion thereon, for a true and complete statement 
of their respective contents. 

43. Denies knowledge or information sufficient to 


form a belief as to the truth of the allegations contained 
in paragraph 151. 







44. Denies the alle 9 atlon 8 contained In paragraph 
152 which refer or are intended to refer to defendant 
Brownstein, and denies knowledge or information sufficient 

to form a belief as to the truth of the allegations contained 
in said paragraph 152 that refer or are intended to refer to 
defendants other than Brownstein, except admits upon informa¬ 
tion and belief that defendant 31 Company filed an annual 
report on Form 10-K for its fiscal year ending June 30 , 1972 
the Securities and Exchange Commission, and respectfully 
refers the Court to said annual report for a true and com¬ 
plete statement of its contents. 

Defendant Brownstein makes no response to 
Counts I, II, III, IV, and V of the amended 
complaint, set forth in paragraphs 153 
through 172, which are asserted against 
defendants other than Brownstein. 

AS TO ALLEGED COUNTS VI and VII 

45. Denies the allegations contained in paragraphs 
173, 174, 175, 176, 177, 178, 179 and 180 which refer or 
are Intended to refer to defendant Brownstein, and denies 
knowledge or information sufficient to form a belief as to 
the truth of the allegations contained in said paragraphs 
173, 174, 175, 176, 177, 178, 179 and 180 which refer or 
are intended to refer to defendants other than Brownstein. 

SEC«<D DEFENSE 

46. This Court lacks jurisdiction over the subject 
matter of Counts VI and VII of the amended complaint. 



1 
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WHEREFORE, defendant Joel Brofwnsteln demands 
judgment dismlaslng the amended complaint, together with 
hia costa and disbxiraements. 

Dated: New York, New York 
September 5, 1973 


SULLIVAN & CROMWELL 


WILLIAM E. WILlIS 

^ (A Member of the Firm) 
Attorneys for Defendant 
Joel Brownsteln 
48 Wall Street 
New York, New York 10005 
(212) 422-8100 




*"*’*?o°5M?Sg|g‘»S!S;p»W¥^ MNK (FM.d SepfjbT 5. ’'• 

UNITED STATES DISTRICT COURT '973) 

SOUTHERN DISTRICT OF NEW YORK 

ROBERT R. FELTON, 

Plaintiff, 

-against- 

WALSTON AND CO., INC., et al. . 

Defendants. 


No. 73 Civ. 2200 - DBB 


ANSWER OF DEFENDANT 
MARINE MIDLAND 
BANK-NEW YORK 


Defendant Marine Midland Bank-New York ("Marine 
Midland"), by its attorneys, Sullivan & Cromwell, answering 
the amended complaint herein: 


FIRST DEFENSE 

1. Denies the allegations contained in paragraph 1, 
except admits that plaintiff purports to assert claims against 
defendants under the Securities Exchange Act of 1934', the 
Securities Act of 1933, "the rules and regulations of the 
Securities and Exchange Commission promulgated thereunder", 
the General Business Law of the State of New York, and common 
law principles. 

2. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 2, except admits: (i) that some of the acts 
3 nd transactions described in the amended complaint purport¬ 
edly occurred within the Southern District of New York; 

(ii) that Marine Midland has branch banks located in various 
places in the City of New York; and (iii) that defendant 
Walston & Co., Inc. ("Walston") maintains brokerage offices 
within the Southern District of New York. 
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3. Denies knowledge or Information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 3 and 4. 

4. Denies the allegations contained in paragraph 5, 
except admits that plaintiff purports to bring this action 
"individually and as a class action", and that plaintiff 
defines the purported class in said paragraph 5. 

5. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
In paragraph 6. 

6 . Denies the allegations contained in paragraphs 
7, 8, 9, 10 and 11. 

7. Denies knowledge and Information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 12 and 13. 

8 . Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 14, 15, 16, 17, 18, 19, 20, 21 and 22. 

9. Admits the allegations contained in paragraphs 

23 and 24. 

10. Denies the allegations contained in paragraphs 
25, 26, 27 and 28. 

11. Admits the allegations contained in paragraph 

29. 

12. Denies the allegations contained in paragraph 

30. 

13. Denies knowledge or Information sufficient to 


form a belief as to the truth of the allegations contained 
in paragraphs 31, 32, 33, 34, 35, 36, 37 and 38. 
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Denies the allegations contained in paragraphs 
39, 40, 41 and 42, except admits the existence of a report 
prepared by Joel Bro%mstein, and respectfully refers the 
Court to said report for a true and complete statement of its 
contents. 

15. Denies knowledge or information sufficient to 
form a belief as to the truth of the 'Allegations contained 
in paragraph 43. 

16. Denies the allegations contained in paragraph 
44. 


17. Denies the allegations contained in paragraphs 
45, 46 and 47 which refers or is intended to refer to defen¬ 
dant Marine Midland, and denies knowledge or Information 
sufficient to form a belief as to the truth of the allega¬ 
tions contained in said paragraphs 45, 46 and 47 which refer 
or are Intended to refer to defendants other than Marine 
Midland. 

18. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 48, 49, 50, 51, 52 and 53. 

19. Denies the allegations contained in paragraphs 
54, 55, 56, 57, 58, 59 and 60 which refer or are intended to 
refer to defendant Marine Midland; denies knowledge or 
information sufficient to form a belief as to the truth of 
the allegations contained in said paragraphs 54, 55, 56, 57, 
58, 59 and 60 which refer or are intended to refer to defen¬ 
dants other than Marine Midland; and respectfully refers the 
Court to the report referred to therein for a true and 
complete statement of its contents. 

i 

1 




20. Denies knowledge or information sufficient to 


form a belief as to the truth of the allegations contained 
in paragraphs 61, 62, 63, 64, 65, 66, 67, 68, 69, 70, 71, 72, 


73, 

74, 

75, 76, 77, 

00 

79, 

80, 81, 82, 83, 

84, 

85, 86, 87, 

88 , 

89, 

90, 91, 92, 

93, 

94, 

95, 96, 97, 98, 

99, 

100 , 101, 102, 

103 

, 104 

, 105, 106, 

107 

, 108 

, 109 and 110. 




21. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 111, except admits that defendant Main Lafrents 
and Co. ("Main Lafrentz") are certified pxibllc accoiintants. 

22. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
paragraphs 112, 113, 114, 115, 116, 117 and 118, except 
admits that defendant Main Lafrentz rendered an opinion on 
the consolidated financial statements of defendant 31 
Company/Information Interscienoes, Inc. ("31 Company”) and 
subsidiaries for the fiscal year ended June 30, 1970 ("the 
1970 31 financial statements")! and respectfully refers the 
Court to said opinion and financial statements. Including the 
notes thereto, for a true and complete statement of their 
respective contents. 

23. Denies knowledge or infomatlon sufficient to 
form a belief as to the truth of the allegations contained in 
paragraphs 119, 120, 121, 122, 123, 124, 125 and 126* 

24. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
paragraphs 127 and 128, except respectfully refers the Court 
to the 1970 3i financial statements, including the notes 
thereto, for a true and complete statement of their contents. 




25. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 129 and 130. 

2f-. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
paragraphs 131, 132, 133 and 134, except respectfully refers 
the Court to the 1970 31 financial statements. Including the 
notes thereto, and the opinion thereon for a true and 
complete statement of their respective contents. 

27. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
paragraphs 135, 136, 137, 138, 139, 140, 141, 142, 143, 144, 
145, 146, 147, 146 and 149. 

28. Denies knowledge or Information sufficient to 
form a belief as to the truth of the allegations contained in 
paragraph 150, except respectfully refers the Court to the 
1970 3i financial statements. Including the notes thereto, 
and the opinion thereon, for a true and complete statement 

of their respective contents. 

29. Denies knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 151. 

30. Denies the allegations contained in paragraph 
152 which refer or are intended to refer to defendant Marine 
Midland, and denies knowledge or information sufficient to 
tonn a belief as to the truth of the allegations contained 
in said paragraph 152 that refer or are intended to refer to 
defendants other than Narine Midland, except admits upon 
information and belief that defendant 31 Company filed an 
annual report on Form 10-K for its fiscal year ending June 30, 




1972 with the Securities and Exchange Coomlsslon, and respect 
fully refers the Court to said annual report for a true and 
complete statement of its contents. 

Defendant Marine Midland makes no response 
to Counts I, ZI, III, IV, V and VI of the 
amended complaint, set forth in paragraphs 
153 through 176, which are asserted against 
defendants other than Marine Midland. 

AS TO ALLEGED COUNT VII 

31. Denies the allegations contained in paragraphs 
177, 178, 179 and 180 which refer or are Intended to refer 

to defendant Marine Midland, and denies knowledge or informa¬ 
tion sufficient to form a belief as to the truth of the 
allegations contained in said paragraphs 177, 178, 179 and 
180 which refer or are intended to refer to defendants other 
than Meurine Midland. 

SECOND DEFENSE 

32. This Covirt lacks jurisdiction over the subject 
matter of Count VII of the amended complaint. 

WHEREFORE, defendant Marine Midland Bank-New York 
demands judgment dismissing the amended complaint, together 
with its costs and disbursements. 

Dated: New York, New York 

S eptember 5, 1973 __ 

_ SULLIVAN t CROMWELL 

By ^ 

(A member of the firm) 
Attorneys for Defendant 
Marine Midland Bank-New York 
48 Wall Street 
New York, New York 10005 
(212) 422-8100 
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1 STIPULATION AND ORDER WITHDRAWING MOTION BY JOEL BROWNSTEIN 

j TO DISMISS COMPLAINT (Filed Septeriber 10, 1973) 

j UNITED STATES DISTRICT COURT 
j SOUTHERN DISTRICT OF NEW YORK 

! ROBERT R. FELTON 

1 

Plaintiff 

73 Civ. 2200-DBB 

i 

j - against - 

j WALSTON AND CO., INC., et al. 

1 

Defendants 

STIPULATION WITH- 
DRAWING MOTION TO 
DISMISS 

1 




!! 

• IT IS HEIIEBY STIPULATED AND AGREED, by and between the 


attorneys for plaintiff and defendant Joel Brownstein, that the 

|l Motion to Dismiss the complaint against Joel Brownstein returnable 

! September 10, 1973 is hereby withdrawn. 

Dated: Mineola, New York 

! September 5, 1973 


ROBERT R. FELTON 



i _ SULLIVAN & CROMWELL 

I Sullivan & Cromwell 

j Attorneys for Defendant 

i Brownstein 

f 

I 

^ SO ORDERED: 9/10/73 


DUDLEY B. BONSAL 

U. S. D. J. 







in opposition to motion to 

COMPEL PLAINTIFF'S DEPOSITION (Fll«d Septlber^I 

jUNITED STATES DISTRICT COURT 
ISOUTHERN DISTRICT CF NEW YCFK 


tOOa 


ROBERT' R . FELTCW,' 


-against- 

WALSTON AND CO., INC. 


Plaintiff, 


73 Civ. 2200-DBB 
REPLY TO THE MOTION 


DEFENDANTS. 


STATE OF NEW YOF’K ) 


COUNTY OF NASSAU ) 


: ss. : 


ROBERT R. FELTON, being duly sworn, deposes and says; 

1. Robert R. Felton, a member of the bar of this Court, 
and plaintiff pro se, hereby submits this affidavit in reply to 

this instant motion for plaintiff's deposition upon oral exam¬ 
ination. 

I 2. Movant has carefully listed "all" correspondence 

relating to plaintiff's appearance for deposition, but for his 
own purposes, movant has failed to include a letter dated August 
29, 1973 from Julius Winn of the firm of Leon, Weill and Mahony, 
wherein Mr. Winn stated he did "not intend to be bound by the 
examination taken by Sullivan and Cromwell" and further stated 
that he would not be "compelled to take an examination at an 

inconvenient time." I have annexed Mr. Winn's letter to my reply 
affidavit. 








I Affidavit of Rob^ R Felton In Opposition to"Mot"lon*JS '* loia 
, compel Plaintiff's Deposition * 

3. As I Indicated in my letters to Sullivan and 
ICroowell of August 10, 1073 and August 28, 1973 , ehich were 
included in the ooving papers herein, I wish to be deposed since 
it is ny sole intention to move this action along to a speedy 
conclusion. However, I respectfully request this Court to set 

a date requiring all attorneys to be present and finish at one 
time with my deposition, 

4. To this end, I further request this Court to require 
movant to serve additional copies of this motion upon: 

Kramer, Esqs. 

ffr H f S" New York, NY, as attorneys 

^ V «d St (Excerpts Medics) 

F^undatilr 

sort Hays, and Handler, Esqs 

nff Avenue, New York, NY, as attorneys for' 

defendant Main Lafrentg and Co. 

Where, -re, I respectfully request that this Court 
I require movant to serve copies of this motion upon the aforesaid 

attorneys for the respective defendants in order to avoid repeated 
depositions by plaintiff. 


ROBERT R. FELTON 


Sworn to before me 
this 10th dav of 


LEONA Da MmPAIILANC 
FyLUr, ot N«w York 

N*. 

Qy*]|lled la NA««aii Coufity 
Tyrai Cvpira* Mafcb 
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EXHIBIT ANNEXED TO FOREGOING AFFIDAVIT - LETTER FROM LEON. 102» 
WEILL AND MAHONY TO ROBERT R. FELTON DATED AUGUST 29. 1973 


COWARD J. LCON 
HAROLD WCILL 
HAROLD OBSTLCR 
ABC SICOCL 
VITALIB L. CH ALI P 
ROaCRT B. PRieOMAN 
BERNARD HAHN 
JULIUS WINN 
JCROMC LIPPCR 
MARVIN N ROSCN 

SHERMAN CWINO 
DONALD O COHCN 
CYRUS OILBCRT ABBC 
BARBARA O. KAPLAN 
MICHACL A. KASSOVCR 


Leon,Weill & Mahony 

Counsellors at Law 
261 Madison Avenue 

New York.N.Y. iOOl6 CASLC AOOPCSS 

- 'WCILLCON'NBWVORK 

MURRAY Hill 7-3707 rca tklcx: n0300 

August 29, 1973 

, PRANCIS A. MAHONY 

COUNftC L 


Richard R. Felton, Esq. 
42 Third Avenue 
Mineola, New York 11501 


Re: Felton v. Walston and Co., 
Inc., et als. _ 

Dear Mr. Felton; 


I have a copy of your letter of August 28, 1973 
addressed to Sullivan and Cromwell with respect to the above 
entitled matter. 


While it is indeed commendable that you are seeking 
a speedy conclusion to this matter, I cannot be bound by the 

taken by Sullivan and Cromwell on September 5, 
1973. So as the record is clear, I was invited to attend. 

That does not mean that I will be ready to examine you at that 
tine. I may not attend and once again, I do not intend to be 
bound by the examination taken by Sullivan and Cromwell. 

I might also state that I want to be in a position 
to prosecute my client's action at my convenience and not at 
yours. I will, of course, cooperate where I can, but I will 
not be placed in the position at this time to prejudice my 
client's right by being compelled to take an examination at an 
inconvenient time. 


Very truly yours, 
LEON, WEI^L & MAHONY 


Jl^/ed 

cc; Richard W. Lyon, Esq. of 
Breed, Abbott and Morgan 

Richard Lyon, Esq. of 
Sullivan and Cromwell 







ANSWER OF STICHTING EXCERPTA MEOICA TO AHEMOEO COMPLAINT 

(Filed September 13, 1973) 

UNITE?) STATES DISTRICT COURT 

FOR THE SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 


Plaintiff, 


-against- 


WALSTON AND CO., INC., et al. 


73 Civ. 2200 (DDB) 


ANSWER 1 


Defendants. 


Defendant STICHTING EXCERPTA MEDICA ("Excerpta Medica 
Foundation"), by its attorneys, SHEA GOULD CLIMENKO & KRAMER, 
for its answer to the Amended Complaint: 

1. Alleges that it is without knowledge or information 
sufficient to form a belief as to the truth of the allegations 
contained in paragraphs "1" through "54". 

2. Answering paragraph "55", it denies that the 

"data bank license was worthless to defendant 31 Co.", and alleges 
that It IS without knowledge or information sufficient to form a ^ 

belief as to the truth of the other alleostions contained in said^ 
paragraph "55". 

3. Alleges that it is without knowledge or information 
sufficient to form a belief as to the truth of the allegations 
contained in paragraphs "56" through "106". 

4. Answering paragraph "107", it admits that on or 
about September 19, 1969, 3I Company entered into an agreement 
with Medische Referatan (Excerpta Medica) N.V., Infonet (Excerpta 
Medica - Rescona) N.V., and Eltrac (Infonet) N.V. and respect¬ 
fully refers to said agreement for a correct and complete state- j 
mont of its terms and provisions; except as herein admitto] it 1 

I 

denies the allegations in paragraph "107". j 






t 


5. Denies the allegations in paragraph "108". * 

I 6. Admits the allegations in paragraph "109"; and, 

further answering said paragraph, it alleges that Stichting 
Excerpta Medica (Excerpta Medica Foundation) is a non-profit 
corporation. 

7. Answering paragraph "110", it respectfully refers 
to the agreement dated September 19, 1969 for a complete and 
correct statement of its terms and provi ions and except as 
herein admitted, it denies the allegations therein. 

8. Alleges that it is without knowledge or information 
sufficient to form a belief as to the truth of the allegations 
contained in paragraphs "111" through "115". 

9. Answering paragraph "116", it respectfully refers 
to said "Note 1" for a correct and complete statement of its 
terms and provisions, and, except as herein admitted, it denies 

I 

the allegations therein. 

10. Answering paragraph "117" it refers to said 
balance sheet of defendant 31 Co. for a complete and correct 
statement of its terms and provisions; except as herein admitted. 
It denies knowledge or information sufficient to form a belief 

as to the truth of the allegations in said paragraph. 

11. Alleges that it is without knowl idge or informatioi 
I sufficient to form a belief as to the trutli of the allegations in 

! paragraph "118". 

I 12. Answering paragraph "119", it refers to the agree- 

j mont of September 19, 1969 for a complete and correct statement 
jj of the ternfi and provisions thereof; except as heroin a<]mitted. | 
it denies the allegations in said paragraph. 







13. Answering paragraph "120" 




105a 

1^ refers to the agree— i 


".ent of soptomber 19, 1969 and said "Note" for a co.tplete and 
correct statement of their terms and provisions; except as 
herein admitted, it d,>nies the allegations in said paragraph. 

14. Answering paragraph "121", it admits that the 
shares of 31 Co. received pursuant to the agreement of September 
19, 1969 were never repurchased by defendant 31 c6., and, except 
as herein admitted, it denies knot,ledge or information sufficient 
to form a belief as to the truth of the allegations in said para- 


graph 


15. Acimits the allegations in paragraph "122". 

16. Alleges that it is without knowledge or informatio 
sufficient to form a belief as to the truth of the allegations 
contained in paragraphs "123" through "128". 

17. It denies the allegations in paragraph "129" and I 


il " 1 "3 n II 


130". 


I 

18. Alleges it is without knowledge or information 

sufficient to form a belief as to the truth of the allegations 

I 

I contained in paragraphs "131" through "134". 

19. Answering paragraph "135", it admits the allega- 
I tions therein, and, further answering said paragraph it alleges 

that its demand was made for payment of the monies due under the j 

agreement of September 19, 1969 and that payment was not made by ! 
defendant 31 Co. 

20. Answering paragraph "136" it alleges that request 
was made that defendant 31 Co. register the shares which obtained; 

|. under the agreement of September 19, 1969 but that said rogistra-l 
11 tion was refused: except as heroin admitted it denies the allega-i 





tions in said paragraph. 
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21. Denies tlie allegations in paragraph "137". 

22. Alleges that it is without knowledge or informa¬ 
tion sufficient to form a belief as to the truth of the allega¬ 
tions contained in paragraph "138". 

23. Answering paragraph "139", it denies that the data 

<1 

bank license was worthless to defendant 31 Co. and, except as 
herein admitted, it denies knowledge or information sufficient 
to form a belief as to the truth of the allegations contained in 
said paragraph. 

24. Answering paragraph "140", it admits that Peter 
Warren was for a period of time an employee of certain of the 
defendant companies; except as herein admitted it denys the 
allegations in said paragraph. 

25. Answering paragraph "141", it refers to the agree¬ 
ment of September 19, 1969 for a complete and correct statement ' 
of its terms and provisions and, except as herein admitted it 
denies the allegations in said paragraph. 

26. Answering paragraph "142", it admits that Peter 
Warren was for a period of time a director of defendant 31 Co. 

27. Alleges that it is wit’ out knowledge or informa¬ 
tion sufficient to form a belief as to the truth of the allega¬ 
tions contained in paragraphs "143" through "152". 

28. Denies the allegations contained in paragraphs 
"153" through "156". 

29. Alleges that it is without knowledge or informatic 
sufficient to form n belief as to the truth of the allegations 
contained In paragraphs "157" through "160". 








30. Answering paragraph ''161", it alleges that it is 

! 

Without knowledge or information sufficient to form a belief as I 

! 

to the truth of the allegations contained in said paragraph. 

except it denies it made any non-disclosures or misrepresenta¬ 
tions . 

31. Denies the allegations contained ia paragraphs 
"162" through "164". 


32. Alleges that it is without knowledge or informa¬ 
tion sufficient to form a belief as to the truth of the allega¬ 
tions contained in paragraphs "165" through "180". 


FIRST DEFEMSE 

33. Tlie complaint fails to state a claim against 
defendant STICHTING EXCERPTA MEDICA (Excerpta Medica Foundation) 
upon which relief can be granted. 


WHEREFORE, defendant STICHTING EXCERPTA MEDICA (Excerpta 
Medica Foundation) requests judgment dismissing the complaint 

upon its merits, together with the costs and disbursements in 
this action. 


SHEA GOULD CLIMENKO & KRAMER 

_ 

Bruce A. Hecker (a Partner)j 

Attorneys for Defendant Stichting 
Excerpta Medica (Excerpta Medica- 

Foundation) I 

330 Madison Avenue j 

New York, New York 10017 j 

(212) 661-3200 







ANSWER OF DEFENDANTS WALSTON AND CO.AND JAMES NISSAN 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


108a 


ROBERT R. FELTON, 


-against- 


Plaintiff, 


73 Civ. 2200 (DBB) 


ANSWER OF DEFENDANTS 
WALSTON & CO., INC. 
and JAMES NISSAN 


WALSTON AND CO., INC., et al.. 

Defendants. 


Defendants Walston & Co., Inc., whose name has been 
changed to duPont Walston Incorporated ("Walston") and James 
Nissan ("Nissan"), by their attorneys. Breed, Abbott & Morgan, 
for their answer to the amended complaint herein: 

1. Deny each and every allegation contained in 
paragraphs 1, 4, 5, 7, 8, 9, 10, 11, 33, 45, 46, 47, 61, 173, 
174, 175, and 176. 

2. Deny each and every allegation contained in 
paragraphs 2, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, and 

except admit that 3l Co./information Interscience, Inc. 
("31") is a corporation whose common stock was publicly traded 
"over the counter" by or through brokerage firms, that 31 filed 
certain reports with the SEC, that Walston was and is a Delawar* 
corporation authorized to transact business in New York State 
engaged in a general securities business with principal offices 
in the City, County and State of New York, that Walston from 
time to time acquired as a dealer securities of 3l and from 
time to time executed as broker transactions for customers in 
securities of 3l, that Nissan is a registered representative | 















licensed to purcha.e end .ell .ecuritie. and wa. ...ployed 4“^ 

Walaton at office, in New York city, and that Marine Midland 

Bank haa branch., throughout New York city and a fiduciary 
trust department. 

3. Deny knowledge or inforaation aufficient to form 
a belief with reapect to the allegation, contained in para¬ 
graph. 3. 6. 35. 36. 37. 36. 30. 36. 37. 38. 43. 44. 51. 53, 

53. 54. 67. 68, 69. 70, 71. 73, 73. 74, 75. 76. 77. 78. 79, 

80. 81. 82. 83. 84. 85. 86. 87. 88, 89, 90, 91. 92, 93, 94, 

95. 96, 97, 98, 99, 100. 101, 103, 103, 104, 105, 106. 107, 

108, 109. 110, 119, 130, 131, 133, 133, 134. 135, 136. 137, 

128, 139, 130, 134, 135, 136, 137, 138, 139, 140, 141, 143, 

143, 144, 145, 146, 147. 148, 149, 151. 153, 154, 155, 156, 

157. 158, 159. 160, 161. 163. 163, 164, 165. 166, 167, 168, 

169. 170. 171. and 172. 

4. Deny knowledge or information aufficient to form 
a belief with reapect to the allegation, contained in para¬ 
graph 13, except admit that plaintiff purcha.ed and .old 3l 
securities through Walston. 

5. Deny knowledge or information aufficient to form 
a belief with reapect to the allegation, contained in para¬ 
graph. 39, 39. 40. 41. 43, 55, 56, 57. 58, 59. and 60. except 
admrt that a report w.a prepared and refer to ..id report with 
respect to the content thereof. 

6. Admit the allegation, contained in paragraph. 31 

and 50. 


7. Deny each and 


every allegation contained in 








I 


paragraphs 32, 34, and 62, except admit that Nissan was and is 
a shareholder of 3l, that Nissan loaned money to 3l pursuant 
to a written agreement, to which reference is made with 
respect to the content thereof, and that Nissan exercised 
certain conversion rights in connection therewith. 

8. Deny knowledge or information sufficient to form 
a belief with respect to the allegations contained in para¬ 
graph 35, except admit that Brownstein discussed 3l with 
Nissan. 

9 . Deny knowledge or information sufficient to form 
a belief with respect to the allegation, contained in para¬ 
graph. 48 and 49, except admit that Brod.ky wa. president and 
major stockholder of 3l. 

10. Deny knowledge or information sufficient to form 
a belief with respect to the allegation, contained in para¬ 
graphs 63, 64, 65, and 66, except admit that Nissan was 
acquainted with Brodsky and Brownstein, that Nissan received 

a copy Of a report prepared by Brownstein, and that Nissan 
discussed 3l with Brownstein. 

11. Deny knowledge or information sufficient to form 
a belief with respect to the allegations contained in para¬ 
graphs 111, 112, 113, 114, 115, 116, 117, 118, 127, 128, 131, 
132, 133, 134, and 150, except admit that Main Lafrentz and 
CO. (“Lafrentz-) are certified public accountants and that ’ 
Lafrentz rendered an opinion on the consolidated financial 
statements of 3i and subsidiaries for the fiscal year ended 
June 30, 1970, and refer to said opinion and financial state- 















Ilia 


mentB. including the notes thereto, with respect to the content 


thereof. 


12. Deny each and every allegation contained in 
paragraph 152, except deny knowledge or infonaation sufficient 
to form a belief with respect to said allegations insofar as 
they refer or are intended to refer only to other defendants, 
and except refer to the annual report of 3I for fiscal 1972, 
filed on Form 10-K, with respect to the content there-uf. 

13. Deny each and every allegation contained in 
paragraphs 177, 178, 179, and 180, except deny knowledge or 
information sufficient to form a belief with respect, to said 
allegations insofar as they refer or are intended to refer 
only to other defendants. 


FIRST DEFENSE 


j| 14. This action does not meet the requirements of 

I Rule 23 of the Federal Rules of civil Procedure and hence may 
I not be maintained as a class action, 

I 

I 

SECOND DEFENSE 

! 

15. The amended complaint fails to state a claim 
against these defendants upon which relief can be granted. 

THIRD DEFENSE 

16. The claims asserted in the amended complaint are 
barred by laches and by the applicable statute of limitations. 


FOURTH DEFENSE 


17. Plaintiff, by his actions and conduct in 









connection with his transactions in the securities of 3i, has 
waived the claims asserted in the amended complaint and is 
estopped and otherwise barred from any recovery on the claims 
asserted in the amended complaint. 

Dated: New York, N.Y. 

September 10, 1973 


BREEI>^^ABk)TT & MORGAN 

—A Member of the 
Attorneys for 
Walston & Co., Inc. 
James Nissan 
1 Chase Manhattan Plaza 
New York, N.Y. 10005 



(212) 944-4800 














notice of motion plaintiff UNOFN NOLE 23(c) (I) 

(Filed September' 12, 1973) 
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UNITED STATES DISTRICT COURT 
OUTKERN DISTRICT OF NEW YORK 


OBERT R. FELTON, 


Plaintiff, 


■against- 


''ALSTON AND CO., INC., e, al. , 


73 Civ. 2200-DBB 

NOTICE OF MOTION 
23 (c) (1) 

CLASS ACTION 


Defendant! 


SIRS: 


PLEASE TAKE NOTICE that, upon the annexed affidavit of 
Obert R. Pelton, and upon the pleadinpa and proceeding, hitherto 

-iU „ove this court on October /T Igi3. 
More Honorable «udlev B. Bonsai, United States Court House ' 

Mev Square, Nee VorR, New VorR at .30 o'cIocR A.M. or as ioon 

-ereafter as counsel can be heard, for an ordjr pursuant to Rule 

(C) (1, Of the Federal Rules of Civil Procedure (I, determining | 

at this action be maintained as a cl.s. .• ' 

“ “ (2) setting forthl 

I ^ ^®9^isite notice and -e i. I 

L - ' ’ ^-ther relief as 

e Court may deem iust and proper. ' I 

I H.EASE TAKE FURTHER NOTICE that any papers submitted 

tn opposition to this motion must be served at least ten days ! 


prior to the return date hereof. 
Dated; Mineola, New York 
^ September 11 , 1973 


Vours, etc. , 

Robert R. Felton 
Plaintiff, Pro se 
42 Third Avenue 
Mineola, NY 11501 


UNDER 









I|i»a 


jLEON, WEILL AND MAHONY 

Defendant 3 I Company 
I 261 Madison Avenue, New York, NY 10016 
It 

[ISULLIVAN AND CROMWELL 

end Brownstein 

•New York, NY 10005 

■breed, ABBOTT AND MORGAN 

‘defendants Walston and Nissan 
111 Chase Manhattan Plaza ‘^'issan 

IjNew York, NY 10005 


jSH^, GOULD, CLIMENKO AND KRAMER 

Defendants Medische Referatan 
,and Stichting Excerpta Medica ®^atan, 

1330 Madison Avenue, New York ,’ny ioo17 


SCHOLER, FIERMAN, HAYS AND HANDLER 

I 425 Sr^A ■defendant Main Lafrenta ^d Co 
1425 Park Avenue, New York, NY 10022 . 

' I 










AFFIDAVIT OF ROBERT R, FELTON IN SUPPORT OF MOT I 


ITED STATES DISTRICT COURT 


ifeoUTHERN DISTRICT OF NEW YORK 


115a 


'Robert r. felton, 


Plaintiff, 


73 Civ. 2200-DBB 


-against- 


ALSTON AND CO., INC., et al., 


AFFIDAVIT 
CLASS ACTICW 


Defendants. 


STATE OF NEW YORK ) 


: SS. : 


COUNTY OF NASSAU ) 


ROBERT R. FELTON, being duly sworn, deposes and says, I 
upon information and belief: , I 

I • ; 

I am a member of the bar cf this Court and I am the I 

1 i 

plaintiff herein. This affidavit is submitted in support of ' 

I . . ^ 

jplaintiff's motion to have this action declared a class action i 

I 

jpursuant to Rule 23 (c) (1) of the Federal Rules of Civil Procedure,' 

i 

i _ PRELIMINARY STATEMENT ; 

I Plaintiff instituted this action individually and as , 

[ja class action on behalf of a class, consisting of those persons i 
('and business organizations who purchased securities of defendant 

. I I 

|i , 

|j3 I Co./Information Interscience, Inc. (hereafter referred to as 

l| . . ‘ 

i "3 I Co.*') and were damaged by the various acts of the said 

|l 

lldefendants. > 

l| 

|| THE PARTIES 

i! 

Plaintiff has been both a purchaser and a seller of 

|l 

j| Common Stock, Class A, par value $ .10 per share, issued by ! 







II defendant 3 I Co. and is at present a holder of 2,000 shares. 

> * 

Ij Walston and Co., Inc. is a Delaware Corporation, licensed 

Ij . 

jin New York as a stock brokerage firm and in particular ’'making 
J a market" in the securities of 3 I Co. 

' I 

ji James Nissan is a registered representative and an offi- 

jjcer and/or employee by Walston and Co., Inc. James Nissan was 
|l 

j| also personally a purchaser and seller of 3 I Co. securities and 
jj a creditor of 3 I Co. 

f I 

1 1 

I Joel Brownstein is a security analyst employed in the 

I 

i Marine Midland Bank System. As part of his employment, Joel 
i." 

Brownstein prepared and distributed a financial report on 3 I. 

Joel Brownstein discussed the finances of 3 I Co. with James 
I’ Nissan and Gerald Brodsky and told them that he was preparing ! 

|j this report. 

j! Gerald L. Brodsky was the chief officer and Director 

It 

I 3 I until the termination of his employment on December 20, 

I 

I 1971. Gerald L. Brodsky was the major stockholder in 3 I Co. 

I I f 

I Maurice Brodsky was the brother of Gerald L. Brodsky 

I! - ’ ' 

jj a stockholder and warrantholder of 3 I Co. securities and a j 

jl co-guarantor of a 3 I Co. bank loan. Maurice Brodsky was also the • 

Ij President and a substantial stockholder in American Micromation > 

II 

|i Industries, Inc., a worthless company purchased by 3 I Co. for i 
• ! 

Jj $622, SCXD.OO. • . 

!| 

j Arthur W. Elias, Marvin S.‘Riesenbach, Marvin Schiller ' 

I 

l| and Irving H. Sher on June 30, 1971 were officers and/or direc- 

I I * ' 

jl tors and the major shareholders of two (2) worthless corporations, 

I 

I Information Company of America, I.C.A. and Information Corporation 
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of America which were purchased by 3 I Co. for $3,053,857.00. 


? » 

|;0n or about September 1, 1971, Arthur W. Elias became President 

li 

jjand a Director of 3 I Co., Marvin S. Riesenbach became Vice 

'I 

President, Treasurer, and a Director of 3 I Co. and Marvin Schiller- 

I I 

land Irving H, Sher became Vice Presidents of 3 I Co. 

I On September 19, 1969, Excerpta Medica Foundation, 

jstichting Excerpta Medica ( Excerpta Medica Foundation), Medische ' 

! 

•Referatan (Excerpta Kedica) N.V., Infonet (Excerpta Medica - 

• t 

i Rescona) N.V., Eltrac (Infonet) N.V., Netherland Corporations, 

.'entered into an agreement with 3 I Co. pursuant to the laws of 

1 ' 

1 • 

New York, for a worthless data bank license, used by 3 I Co. to 

• I 

i^^t^erially inflate its balance sheet assets. 

Peter Warren was an employee of Excerpta Medica desig- 
nated as its attorney-in-fact and agent under the aforesaid agree- 


!i 


ment. Peter Warren became a director of 3 I Co. 


II 


1 Fred Von Eugen was a business broker who participated 

I in the aforesaid data bank license agreement. 

I 

Main Lafreitz and Co. were the auditors who certified the 


'j financial statements of 3 I Co. for fiscal year ended June 30, 1970, 
* S. Kim Kessler and Geraldine Kessler were the major 


I • 

!i 


i shareholders in Scientific Literature Consultants, Inc. which 
was purchased by 3 I Co. and nerged into a 3 I Co. subsidiary. 
Scientific Literature Corporation. S. Kim Kessler and Geraldine 
Kessler were then employed by this subsidiary of 3 I Co. 

TtiE invDERL^/ING FACTS 




I 


The amended complaint sets forth the relevant courses 


, of conduct and violations of law. No purpose would be served b} 
< 

I reiterating in detail the facts underlying these events* 







118a 


that need be emphasized here, for purposes of class 


I 


jjdetermination, is that the various actions of these defendants 
caused plaintiff and the class to purchase the securities of 3 I Co; 

I 

at inflated prices and to sustain substantial losses thereby. ' 

i 

THE CLASS 


' facts with respect to the class are simple and par- 

I ' 

j ticularly suitable for the application of Rule 23. Plaintiff 

I _ I 

I instituted this action on behalf of himself and representatively | 
I i 

on behalf of all persons who purchased 3 I Co. securities and i‘ 

sustained a loss. Plaintiff estimates that the class is in excess , 

of 8,000 members. Plaintiff's interrogatories and request for , 

documents served shortly after the amended complaint seek infor- ; 

mation which should describe the number and identity of class ! 

• • 

j members and the extent of their holdings. 


j 


i! 


i 

t 

I 

I 

I 

'I 

I 

I 

!' 

I! 


THE PROPRIETY OF A CLASS ACTION HEREIN j 

Plaintiff submits that this case is a classic example , 

of the purpose for which Rule 23 was amended in 1966. The j 

"corporate therapeutics" involve' in private shareholders' actions,’ 

I 

referred to by the Supreme Court in Mills v. Electric Auto-Lite 
US 375, 396 (1970), clearly would be served by a deter¬ 
mination that this Suit shall henceforth be maintained as a class 
action. All Rule 23 requirements have been met. Thus, taking each, 
condition of Rule 23(a) separately: • . 

"...(1) the class is so numerous that 
joinder of all members is impracticable..." 

j 

stated, plaintiff does not know the exact number or , 
identity of the members of the class. This information is in the 
exclusive knowledge or control of defendants. There is, however. 


no doubt that the number of purchasers are so numerous so as to 




J* -IT 


^ ^ ^ 


^ ♦v.o >-iacc imnrart 1 cable. On tihe 
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other hand, the class is not so large so as to make the action , 

unmanageable. Mailed notice can be easily accomplished here. , 

I 

"...(2) there are questions of law or fact | 

common to the class...*’ • 

% 

The legal and factual questions concerning defendants' ; 
i t 

liability to members of the class are not only common in some 

respects -- they are identical in most respects. In summary, , 

i the common questions relate primarily to a showing that the 

j corporate financial statements, the Brownstein report, the , 

j Excerpta Medica agreement and Nissan's statements were false and : 

j misleading, and that the various purchases of worthless companies 

! were not negotiated at "arms-length" and that the.defendants have 

[ liability therefor. The fact that each member of the class may 

ultimately have to prove hie individual damages has been uniformly 

held to be no bar tc the maintenance of a class action. 

1 In short, plaintiffs see no relevant liability issue 

in the case that is not common to the entire class. Furthermore, 

I Rule 23 only requires the Court to find "that the questions of 

la’w or fact common to the members of the class Eredominate over 

I any questions affecting only individual members." There can be 
j| no doubt that such is the case in the circumstances here. 

II "...(3) the claims or defenses of the 

!' representative parties are typical of 

jj claims or defense.s of the class. . . 


This condition is interrelated to the condition imposed 
by Rule 23(a) (2), supra , and for the reasons stated above, it 
is evident that each of the plaintiff's claims are typicai of the 
Claims of the other members of the class. The common issues 
"predominate" and typicality of claims and defenses is clear. 


Il 
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”...(4) the representative parties will 
fairly and adequately protect the interests 
of the class..." 

The extent of the plaintiff's holdings of 3 I Co. 
common stock assures that the action will be vigorously prosecuted' 
and that the like interests of the other members of the class 

j 

will thereby be protected. i 

It is also submitted that plaintiff is qualified and j 
experienced. Plaintiff has been a member of the bar of this | 

Court for over fifteen (15) years and has extensive experience j 

■ in litigation. 

In sum, it is most respectfully suggested to this Court | 
that plaintiff, because of his stake in the matter, and because • 
of his experience, will fairly and afdequately protect the inter- ' 
ests of the class and assure the vigorous prosecution of the j 


action. 


In addition to the foregoing conditions of Rule 23 ( 3 ), 
the Court must also find that the case falls under one of the 
subdivisions of Rule 23(b) before the suit may be maintained as 
a class action. Here again, it is submitted that the necessary 
requirements are present and have been met. 


Thus; 


"(1) the prosecution of separate actions by or I 

against individual members of the class ’ 

would create a risk of 

(a) inconsistent or varying adjudications 
'^^ith respect to individual members of 
the class which would establish incom- ' 
patible standards of conduct for the. 
party opposing the class..." ! 

The requirements of Rule 23(b) (3), are also satisfied. ’ 


I Thus, the Court must find 
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r "(3) ...that the questions of law or fact 

i common to the members of the class 

[ predominate over any questions affect- 

j ing onl}/ individual members, and that a 

I class action is superior to other avail- 

! able methods for the fair and efficient 

' adjudication of the controversy. The 

j matters pertinent to the findings in¬ 
clude: (A) the interest of members of 

;j the class in individually controlling 

j! ihe prosecution or defense pf separate 

ll actions. . . ’• 

l! ... 

|| There is little doubt that there are many members of 

I the class who held or hold a relatively small amount of 3 I Co. 

I - common stock and whose individual claims, therefore, are too 
j small to warrant their incurring the necessary expenses which 
j would be required in the initiation and prosecution of indiv- 
j! idual actions seeking redress for the wrongs alleged in the 

|i 

jj complaint here. Of course, in accordance with Rule 23(c) (2), 

I 

I once the Court determines that the suit is to be maintained as 

II 

I I 

j, a class action, any individual member of the class, if he desires 
j' 

j! may enter an appearance in the action through his own counsel or 

f 

opt out. 

j ”...(B) the extent and nature of any 

J litigation concerning the con- 

i| troversy already commenced by 

ll or against members of the class;...” 

|! 

Ij Plaintiff knows of no other action as yet instituted 

1 

I by or against any member of the class.. 

•! "...(C) the desirability or undesirability of 

concentrating the ligigation of the 
jj claims in the particular forum...” 

;! The plaintiff and most of the key defendants main- 

Ij tain their principal places of business in New York. James 
I 

j Nissan, Walston and Co., Inc., Joel Brownstein, Marine Midland 






j, B.„k - Ne» York are located in Nee York. Furthermore, most of 

. the acts and transactions occurred within the Southern District 

*1 

ij Of New York, and the securities of 3 I Co. were purchased and 

sold by brokerage within the Southern District of New York. 

I '•••(D) the difficulties likely to be 

encountered in the management of 
I a class action." 

(i Plaintiff sees no difficulties warranting denial of 

this motion. 

|i 

In sum, for the foregoing reasons and in accordance 
with the authorities discussed in the accompanying memorandum 
of law. It is respectfully submitted that all prerequisites and 
1; conditions of Rule 23 have been met and that a class action 
determination herein will achieve economies of time, effort and 
'• pxpense, and will promote uniformity of decisions as to persons 

'I 

. similarly situated. 

!{ 

■ WHEREFORE, your deponent respectfully requests that 

il 

this Court enter an Order pursuant to F.R.C.P. Rule 23: 

i; (1) determining that this suit is to be maintained 

as a class action; and 

. (2) setting forth the requisite notice. 



Il 
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Felton 


A I say this to you, that after I beoanie acquainted 
with Professor Bromberg's work, I purchased the two 
volume set. I consider myself to be very conversant 

with Securities Fraud Law. I have also read Painter's : 

.. • ■*' 

- book* and Professor Loss, and basically, I know ^at you 

are driving at, sir, as far as my qualifications for the - 

class action. ' 

* 

a ^ 

I say this to you, as I said before when-you were 

* I 

questioning my educational background, I consider myself 

t: ^ '* / ' 

a good student of whatever I get into. That's why -I - 

/. * 

was an attorney before I was 21 years of age. ‘ v • ’ . 

•V ‘ . . ■* ■' ■ .* 

I have spent away from my practice now the last • 

A , ■ 

H 

‘"•three months preparing myself for the Securities Fraud ^ 
i^Laws that I am going to be faced with In this matter and 
'‘In the Equity Funding matter.. I spend hundreds of. hours 

T ' ■. . ■». ' 

‘ > ‘ 

reading, digesting, knowing and understanding, hoping to , > 

understand.What I have done In the last three months ^ ,1 

has been to spend my summer reading. . ' * > 


. " Two or three days or a week or two of PLI.courses 

\ in my opinion is in no way comparable to._ the amount of 

>> . , . ' .• .V, > j 

work that I have spent learning Common Law FraudState-, • 

•. ment of Torts, and 10B5, 17A and other assocla'ted «law8 ^ 

and rules of the Securities and Exchange Commission. 

Q I may have misunderstood you, but did'you say 


T- 

















Pelton 


-^for the last three months that you devoted all of Vour 
^tlme to this subject? “ -v / 


" *■' *• 


A All of my time to the point where my practice of — 
my other practice has been put aside. Prior to thit i / 


• <. 

time, now — let’s see ~ let’s go off the record.*/' • 

Q What you say out loud I would prefer to be 

* , ** 
oh the record. You can do your thinking privately. 

I J 

' A All right. For the last three months, and i would 

•like to qualify the word "all" because I certainly, have ' 

‘ • /'}. ; 
to 'Spend time in court when I am called for calendar • 

«.*■ • I * i • 

and trials and trial preparations, that is, but all* 

•r ,■» /' ^ 

of the necessary work in preparing those cases that'^ have 

■ s’ » ’t' • 

come into my office and people who have contacted riie'’ 

. -A •»_. ^ 

,^over the summer I have put aside and Just do enough work 
to move the cases along but not* do that work which Is . - 

nepessary to prepare these cases to put before being 

^ ^ ■ r* t 

placed on the calendar. " ■ ^ 

>. ’ ■ • ■ . 

Iv. ^ don't want to have you feel that prior to the ' ■ 

* * %• - 

last three months there wasn't reading and studying of 
» / 
the Securities Laws. I Just say for the last three months 

in particular, that js, I have devoted —. and I am going' 

to qualify the word "all" to "the greater'part," if'not_ 

■ 1 . 
well, Just the greater part of my time. . And \Jhen I say 

"time," I am not necessarily referring to my office time. 









•V. *. 




Felton 


; 125a 

' ?i -3S? 


I am talking about time epent on weekends and alee time 
spent in the early evening to the late hours.. < 

; Q When did you buy these two volumes of‘Bromberg 

work on the Securities Laws? 

A Within the last month. Prior to that 1 used the 
books at the .-Supreme Court Library. As a natter of 

fact, 1 had requested the librarian to allow me ^o take 
the books home with me. 

Q Yes? 

A And it v^aa at that point that I decided to buy 
them myee.lf. 


<3 '"bhMoned I.OSS; you said you hare road ' 

Loss’s work on the Securities Laws? 

A I haven’t read, I have referred to it.’ , 

Q V?hat is the length of the longest trial, 
that you have ever handled? 

i. 

A Five days. 

Q Five court days? : 

A- Yes, sir. 

e have you oyer been appointed a class'represent- 
atlve in ©ny case? 

* * . ’ * • 

A Ho. 

• \ 

I. 

. 4 

Q Have you ever asked to be designated a 
class representative? 


*v * * 
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Felton 


Q Can you tell us by looking at your raoords when 
you first discussed 31 with Mr. Nissan? 

A Just before Four Seasons stopped trading. 


year? 


Q When was this? Can you give, us a date or a 

I don’t know. I don't know. I Imagine It was 1969 . 

Q When was your first purchase of 31 stock? 

July of '70. 


Yss. 


July of *707 


How much in advance of that date did Mr. Nissan 


first talk to you about 31? 


Months. 


Yes. 


Was that on the telephone? 


Wiiat did he tell you about 31? 


A v was concerned about Four Seasons, the fact that It 

was coming down. I purchased Pour Seasons at $63 a hundred L; 

and I purchased an additional Four Seasons In April of *70, ' 

- ' • } 
(Referring to documents.) approximately il 2 and one half 

* w 

I believe Fo-..;- Seasonc stopped trading somewhere 
In the neighborhood cf the 30'o. Wow, this Is strictly ^ 

from toy memory because I'm not prepared Just to answer pit 

your question, and I'm hot prepared, as far as my recollection ’ 




J'WSOZ OO.- O2-H»O-Dm30 ?«> a O 03 




c-ut, in any event, our conversation was sometime 
on 31 — now, irty recollection and looking at the statement 
of the period ending ^1/30/70, Exhibit 2, it was sometime 
after April 1 of *70. 


wnau ne said to me was, and this may have been after 
he stopped trading, he said that he thought peAaps when 
they resmred trading Pour Seasons that it might open 
somewhei’e in the neighborhood of $15 or so. 


ix I could sell the Pour Seasons 


he would reco;(i.riienci jny buyin 


opo that they resume trading in Pour 


hat 33 was? 


L'That it v;as? 


oust mention 


ituation that I am 


v/abch.i 


you get the money in Pour Season^ 


v.G so!neI:lM2 


Sc id about 31 in this 
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87 


f5.r3t convcroation? 

A Wo. 

Q When did you di&ouas it with him again? 

A -July or .1970. 

C Did you call him or did he call you? 

A I oelieve I called him. 

Q What was said in this conversation? 

A M would recoDimend that you buy 31 Co. It Is a 

very (Tool price.'• 

't! '(’'eat is v/hat Mr. Nissan said to you? 

A Yes . 

'! What did you say? ' 

A J. sulci, "Whab is it trading at?" (Referring to ' 

docuiisnl;.) And he said, "Soir.sv/here around $5 or a little 
less.'' 

Ivhat else did he fceii you? 

A He ia.id he expected some earnings improvement and he 
thouglhl. t-iaij the price vras very good. 

bid he to.Ll you what the company did? 

A UCt not at that time. 

t 

y Did you cell him to buy some for you? ' 

i 

A 3urcly. 

Q -Hov; much did you teJ.l him to buy? 

A ;?'OCO shares. ‘ ‘ 

* * * 





Felton 


. G Looking at Exhibits 3 and I see that 

purohas.e.1 a total of t«o thousand shares on' pr about 
July 9, 1970? 


Repeat that question, please 


MR. WILLIS 


Would you, please? 


IWuestion read back.) 

0 Looking at Exhibits 3 and t, it appears that 
you putciased a total of two thousand shares on July 9. 
1970; that correct? 


And these purchase 


were on the reconaaendatlon 


of course 


Nissan give you any written material 


you made these purchases? 


you testified that he didn't tell 


you whEt kind of bus 


^:ot then 


Had you made any Investigation yourself about 
July 9, 1970? 


re come a tine that you made an addltlonal^x 


f 


purchase of 31 stock? 



* * * 
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Felton 

A Ygb . 

S After your initial purchase In .July of 1970 , 

When did you next have a transaction In the stock of the 

3 i Company? 

A (deferring to documents.) On January 13, 1971, 

Q Between July and January, 1971, did j,ave 
any further converaatlons with Mr. Nissan about the 31 
Coinpanyv 

A Yes. 


Q iiow many conversations did you have? 

I recall one in particular in January of *71, 

■■i ‘Wh&t vms that conversation? 

The stock had moved fonvard from A and 3/A to •• 


appro;: inately ri and In view of my past losses with him, 

1 - was a bit apprehensive. So I. called nlm and asked him, 
that X thouEht I should sell the shares. 


<■> What did he say? 

> 

A Euid CO tiui that he had a customar, would I 

mind increasing the sale? 


I told h.i.m I had to thlnl( about > it for a while 
and I -A'ouid call him back. l thought about it over . 
lunch and callod him back end said, asked him what he 
thought of the stock and he said, ''Obviously, I an 
reconinending it to somebody else- at $7 and buying *t 
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for them. Draw your own corioluslons." 

And I did. I held on to the stock. 

Q Up until January, 1971 , had you reoelved any 

writings or materials from Mr. Hlssan concerning the 31 
stock? 


Nothing. 


Did you have any correspondence with him at. 


all? 


^ these statements that were corolng through 

monthly, showing my account. 

** any investigation yourself about 

.13 T* 3 i Company up until January, 19717 

.. > 

14 ‘ A ’ I don’t believe bo. 

I 

15 Q Did you •— 

« 0 
< 0 

1 15 , A Except that I once in a while checked it to see how, 

. • 'you know, how it was doing. 

Q Yes? 

18 

V 

= ;• A And I was satisfied with the fact that it was moving 

a ‘‘■'om the l| and 3/^ that I had paid for It until 

the ring that I was calling him at or on.' 

<r. 

22 w' ^ have other conversations with Mr, 

Nissan during the period July, 1970 to January, 1971?- 


20 -i/ 


Surely. 


2S i 


About 3 i? 









UJ O 2 C-? C» < 


•A, • • . • * 




-.^ 7 ' : 

- ^ -*.. . - ^S .^dlXCt-^ Vv .: 
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owned. 


Hot particularly, but about the other etocke that r 


." ““ °‘h« conversatl'ona with Mr. 

3 Mlssan up until January, 1971, concerning. 317 
0 ^ I don't recall. 

»■ 

-All rifjht. 

a a Except that In passing I would say, "It look, good, 

3 - doeen.t 117" And he would say, "Ves, don-t you .ee how 
10 Ij nice It is moving forward!" And I said, "Thank you. I-m 
tl very plea;jed." 

X ‘ 

'* ■j| ® Hiasan during thla period what 

•|g l| kind of business 31 was In? 

' '' ^ '"®<=ause I somewhere along the'line 

, acquired the knowiedge that they were In some kind of . 

"-edical type of computer. They had medical type of computer 
1 Information. 

. ti When did you acquire that Information! 

A frankly, — 

j. Q When did you acquire that Information? 

■ fl . It might have been about the time of Jaliuary 13, 1971 , 

, when I purchased some more stock. (Referring to documents.) 

.1 Q What were the circumstances that caused you' 

I to purchase some more stock on January 137 

j A Well, as 1 Indicated, I had wlttidrawn my decision 


'f 
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101 


to sell In the early part of January and - on January 
13, 1971, I called him and we discussed 31 further and — 
at that time, he said that he expected the stock to go to 
«5 and I asked him why. And he told me Improving earnings 
But beyond that, we didn't really go Into any specific.. 

Q Did you ask him any questions about 3 it 
A Did I ask him any questions? 

• Q Yes. 


• • 1 ifj 



No, because I was satisfied with the price as It was 
^iovine rorwarcj and at that time, I believe on January 13 , 
he told me they were in the computer business and the ~ 
specialized type of computer information regarding 
medical information. 

Yes? 

A Ard fr.ankly speaking, I believed him. I really 
believed him and I was satisfied that it had moved forward 
from, an I say, and 3/^1 through 7 and up to 7 and 3/^ 

and I was .sort of happy that I didn’t sell at $7 and 
decided to follow his advice. 

Q You told him to purchase some additional shares? 
A Yes. 

* 4 

^ How many shares did you buy? 

A (deferring to documents.) Another thousand shares. 

Q. That brought your total.holdings up to .hree 
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t 

I'elton 

thousand shares? , ■ «. 

7., . 

A. C'orrect. 

•• * ♦ 

^ Of 3i, at that time? . 

A Correct, and I would like to tell you that I paid 
7 and 3/^ for this thousand that I purchased on January 
7 5, 1971. ' - 


I';', 

« W 

' hi 

r-.' 

. • m 

‘ k 

•« 4 • • 


Q Wien v/as the next conversation that you/had’with 
suan concerning 31 stock? ;V ’’ ». 


N.'.suan concerning 31 stock? 

A A couple of weeks thereafter. 

0. This would have been late January? 
A Wcjii, specifically, February let. 

Q What did you say to him then? 


,v •' .V 

, 

. ‘ 

« .♦/< 1. ,#*• 
hc * ^ ‘ 


Tne stock at that time had doubled from the original V 
-fc was up to 9 and 1/2. . , V f’ 

V* T i- 


F»rice. j.fc v/as up to 9 and 1/2. ^ 

' ‘ 

Q On February 1st? . V,-’5 

A AK.UC that time. That-a what the price was then. 

Frankly. 1 got hervoua. So I eald, "I have three thouaand 
ohares stock. It has now come from fi and 3/i» up to 9 ' ‘ 

and I/:'. What should I do?" ''.7^ ' u-* 


-J 


() 

A Ai 

vO $15. 

Q 

A Hi 


V/hat did he say? . , v ^ 

And he said, in his opinion, it still was going up 


Yes? 


But, nevertheless, in view of my previous loss, I 




•• ^ 

' * 


n 
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Belton 


*, ^ 
M 

fj.'.' i- 

..' V - ‘V 

VT-’V-- 

t.'/ .' ' 
^; -f ■#> 


■:»Y ■■», 

4i 


decided to be cautious In spite of hie objections, and 1 -Vi*.': 

Bold a thousand shares on February ist, 1971, at 9 and ^ i 

1/2 dollars. ' 

Q You earned a profit of about $5,000 on the 
first thousand shares; is that correct? 

A I don't have the figures, but the difference between -4^) 
let's see. We can figure it out. * 

/>•. "‘iti 

-.1 would say talking In terms of $i*400. Not In - <'v^^ 

terms, excuse me, in the amount of $^A00. '1^'V 

. *-t- * 

Q I noticed on one of the confirmations there Is 
a reference to "volume discount." Did you become entitled 
to some at volume discount in ypur dealings with Walston? 

W*" /• 

A ^Tills is, in answer to this, I would say this: This, 
j.r> aoMs.;hjng tho/c I am going to go Into In my deposition 
ana discovery of Walston and Mr. Nissan In view of the fact 
that Mr. Nissan worked for Walston, a company that was 


■f--. -if 

^ •p\- 

f’ ‘' 

'•V .♦.* 

•'('■Vi 

wii 


a dealer in the securities. 

. So T would like to reserve -- l*in Ignorant of the 
volume discount and I would like to reserve that as part 
of ,ny questioning of defendants VJalstqn and Nissan. 

Q 'Ohe anFjwer i.s, you do not know? 

^ Bsauma what it means in purchasing over a 
certain imount of money, pex-hace tliere might be some 
’rind or M lessening of the amount, of corrmlssiona. 


"t? • 

'V t ^ 

. . M 

//■' 


*; ' ■‘W 

m 


t ■ 





Pelton 

<2 M the end of the day on February 1 , you etlH 
held two thousand ehareo of 31; la that eorreot? 


'■03 . 


did you next have a conversation with 


Kls.ssn about 3 i stock? 

A /ipproximately a week later. 

Q l‘/hat was the subject of that conversation? 

A The remaining two thousand shares. 

Q Did you ask him hie advice? 

A kail, the price had risen from 9 and 3/^ — 9 and 
.1?. and 1 , 8, which was a very substantial rise In 
a very short period of tlrne.^ .nd considering again my 
previous louses plus the fact that this was such a great 
move in price from i) and 3/^ to 12 and 1/8, approxlmatlly 
triple,^ T told him that I thlrfr -- i thought that i 
should sell the remaining two thousand shares. 

fnce again, he objected and said, "It's up to you." 
V/hen I "objected," I mean in this sense, that his 
oplrion wac the stock still was going higher. He still 
^iaid, in my questioning him, he would 3 ee.$ 15 . •- 

All right. ' ‘ 

A /.gain — but I sold it. in aiiy event. 

■'i AK5in, up until ti.is time, you had made no 

-So. f..c<.tior> of ;uhe stock other than what Mr. Nissan 
had told you? ‘ ' 



P 






H , Decause the stock v/aa moving forward and — I 

was in the position that I was in and I Just — it was 
just a question of not losing and protecting whatever the 
particular price v;as at that particular time. 

'3 Did you get any annual reports or public filings 
on behalf of 31 during this period of time? ' 

A later conversation between myself and Mi*. Nissan 
covered this point, I Just want to say this: I might 
have but if i did, I didn’t take any notice of it. It 
night have beer? thrown out in my mall. 


end of the day on February 9, 1971 


had no position in 3i? 


When did you next have any discussions with Mr 


ooncerning 


7 believe on March 2 


if or did he call you? 


Vn'iat was said ir- that conversation? 


ci-^estion 


you say to him and what did he 


. context. I*m soiTy^ I wasn*t paying attan 
V/ould you read back the questions before? 





00 O IX < 


Felton 




' .t V - * 





<3 Your conversation on March 2. 1971. In that 

conversation did you call him or did he call you? 

A I believe - not. 1 believe 1 called him.’ 

« You asked me to go back two questions. 

A No. 

a What did you say to him and what did he say 
to you, was my next question? 

A Well, the Jist of It was. I asked him about 31 Company. 
Q Yes? 

A And he said to me he still thought the stock would 
be .M5. And he tliought that I was premature — mind you, 

I'm paraphrasing It. but basically that I was premature in 
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selling at the price including the 12 and 1/6 that I purchased 
it and sold it at on 2/9/71. 


Q What else did he tell you? 

A It was a buy at that same price. So I said to 

him, -Isn't it peculiar that I should be paying for 

stock what I sold it at in view of the fact that I 

originally purchased the first purchase in July at H and 

3/^?"- And he said, "No. it's going higher. It's a buy." 
And I bought it. 

Q Kow many shares did you buy? 

A Throe thousand ahares end I paid. I might add. between 
11 and 3/'l- and $12 for the three thousand sharee. 
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Q I notice on certain of the conflntatlona. there 
is the notation ^corrected conflrmtlon. ■■ pe you notice 
that on some of the confirmations? 

A Yes. 

« Do you know what brought the correction about? 

A I would imagine that It must be a - once again, now. 

this Is not — this is something we will reserve for the 
deposition of Walston and Nissan. 

dut perhaps It Is possible there might have been 

a multiplication error or a commission error that was 
corrected. 

■5 The answer is you don't know; Is that correct? 
No, that’a correct. ■ , 

When did you next have a transaction In 31? 

Oi) March 16, 197.1. 

Q Did you talk fcc Mr. Nissan on that day? 

Yes. 

Ivhat a.ld you say to him? 

MR. WINN: Excuse me. I have’to leave 

yc<u note that I am leaving at this time? ' 

See you tomoi'row. 

(Time noted, 2:30,p.m.) 

R:;pc‘afc it, please. 

'5 Did you talk with f4r..Nissan 
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1971? 

A Yes. 

Q And what did you say to him and what did he 
say to you? 

A Once again, I would like to say this is basically 
paraphi’ased from my recollection based upon — upon my 
recollection, without giving you the exact words because 
that is impossible to do at this time. 

Gut what I said was, more or less, "We made it. We 
hit $15." And ,I said, "Sell my position." 

Once again, he said, "It's up to you. I feel It's 
going even higher than that." ‘ 

In vlev; of the fact that I had purchased ’the stock v 

at $12 ana I had come from ^ and 3/^, I was nervous. . So 

# 

I said cf) him; "I will take your advice. I will only 
sell two thousand shares." And that’s what I did on March 
16, 1971. when I sold two thousand shares at 15 and 1/8. 

• Q Did Mr. Nissan advise you to sell two 
thousand? 

A No. Th.ls was my own caution, the same caution I 
exercised all the way along the line in view of the fact 
tivat the stock v;as moving .•■:c fast and so well. 

y Which reduced your position then to one 


29 


thousanp shares? 
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Correct. 


Yei.. 


As of March 16? 


When was your next transaction.with Mr. 


Nissan or with 31 Cotnpany? 
A On March 22. 


Did you have a conversation with Mr.’ Nissan on 


that day? 
A Yes. 


% 

Q What^was said in that conversation? 

A Well^ the stock was still at the level of about 

lA and 7/8, :U5, and I asked him,— what he thought about 
my position. 


Yes? 


A And he said to me something to the effect that the 
stock is .‘r;olng much higher. And I said to him something 
to the c^ioct of, "Well, all along you were looking for 
$15 in.the stock and the stock came from A and 3/A in 
July and it’s now il5 and it's teen here now for a while. 
Wlfat makes you think it's going to go any higher?" 

And ho said to me a few things. He said to me. 
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"Firstly, did you look at the annual report?" And I 
said, "rio. ' And he said, "V;ell, I will tell you, they 
bought," tiiat is, 31, "a big European^data bank, and they 
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Changed their whole capacities as far as their operations 
are concerned, and I think that thafs one of the reasons 
why you ought to really take a look at it to sie exactly 

whyj think Ifs so good. I will send you another copy — 
I will have a copy sent to you." 

Ke also said to me, "One of the reasons why Ifs 
moving 80 well now Is that - they are on a fiscal year. 

So I'm In touch v/lth their management." And he said, "This 
looks like the earnlnga are going to be pretty nice and In 
the black for '71. Tt looks pretty good." 

He also told me that they were working on a couple 
of big acquisitions and that should really put them In a 
much better position all around. 

This, as I say to you, Is my recollection and. 

everything v-as to the effect, paraphrased. Basically* that 

is Just; now my recall based upon what ou)‘ conversation 
was. 

Q Yes? 

f 

A So I uske-c! hint a litt.u bit about the data bank, and 
bs said, '".Joii, ...hy don't you read about it in the annual 
report for ’70." And this vras ~ and this was March 22, 
1971. . ’ t 

Q ?^o you recali anyth.'.nc else that was said In 
that conversation? 
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A lea. I said, "Buy me two thousand shares," and 
I bought It, or he bought It for me, I should say, kt 
and 7/8 which is a little — approximately a little 

less than the price that I had sold twb thousand shares a 
week before that. 

But in view of what he had told me, I felt that ~ 

I should be in a bigger position in It. 

0 was anything else said in that conversation 
on March 22? 
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A 


Taerc u-;ight have been, maybe, but I don’t recall. 


Q 


Old you get a copy of the annual report? 




Yta. 




‘.V*. ‘ 


Q 


A 


Did you read it? ■* 

Yes. I didn't devour it. I read it. 

# 

*3 Do you have a copy of it with you? 

I have -- I don’t have the one he sent me. This 
IS bac:< in 1971. liut I have some parts of it which I 

photostated when - as part of my work product in prepara¬ 
tion for this case. 


r fv L' 

V A 
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« What happoneci to the copy' that you received froit ^ 

V ■ 'V 

'• t 


Mr..Nissan? 

c 

A X have no idea. 

Q was tnls the first piece of paper relating to 
31 that ever came to your attention up to that time? 











1 

2 

•• » 

4 
■ 5 
' 3 

7 

• s 

••■ 3 

s .* 

■ 9 

10 
4 II 

. *2 

/ . • 

* 13 

y . . 




144a 

t * 

Pelto 212 

A To my attention, yea. [jl 

(<■' 

Q Wliat was the next transaction that you had In 

the stock of 3 i? ' 2 i 

*" * * 

A On April 13, 1971, in spite of what Mr, Nissan had said 
to me when I purchased the two thousand shares on March 22 , [v 
*71, the stock xfaan't really doing very much in the sense f.-!' 

it hadn’t made the moves. He had said it was going to go % 

much higher and all that. . 

. * • t , » 

c; 'V 

So once again, being cautious, I asked him or — I 
asked him about the stock. '^^ 3 ; 

v-- ^ 

Q Yes? ' 

r * ■ 

A 31 i end also, I told him that I thought that perhaps 
having three thousand shares of it was a little too much^ 

for me jith, you know, niy portfolio — in my portfolio. 

Q Yos? [y 

t 

A 3o X told him that I wanted to sell It or some of ‘h ' 


Oo.^ing thaT: particular day, he said that the story was ^ i 

t 

the same. That’s more or less what he said. The acqulsl- . 'V 

'."‘X 

tions wet’H still very much cui-i-ent and in the works and „ '•! 

that the earnings looked very good for being In the ’ rXl' 



j 

the same 

p 

j 

- 



tions v;e 

21* 


that the 


II 

black fc 

2.1 


So 

24 



25 


one thdi'i 


-o . 1 . aa:'.d chen, ’’If tiiat’j> the case, let’s Just sell 
one thduaand shares at approximately the price thc- I paid •* 




Felton 



145a 
113 

for the last batch of the two thousand so that I won’t 
be in a position where I could be hurt if,for any reason 
there might be some break in the market or something 
like that.” 

And so he sold a thousand shares for me on April 13, 

1971. 

Q Which left you then with two thousand shares? 

A ' Correct. 



' . !• 

■ ^ 



I 


* *u 
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Q Had you read by April 13, 1971, the annual 
report which Mr. Nissan had sent to you? hi 

A Yes. 


A 


Q You read it entirely? 

Well, you see, when you say "entirely,” I read 





througli it. I r.iean — I just looked at it. 


I was Interest-lt. 


ed in what he was talking about about the European data 
bank and I realized that they had — I — not realized. 


f 

» i 


but. 


I aav; that they had shown on their balance sheet over 
a million dollars vrorch for the data bank license purchased 
at cost and the — If I recall, at the time, whatever 
he said about the information.' the triousands of Journals 
or wbace'ver it 'is,that they digested all that, it abounded 



ezciting. 

Q Had you read anything else about 3i up until 
April, 1971, except for the annuaf report of 31? 
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I c-on’t believe so. 



^ Had you seen any mention of this con5>any in ■£ 

any of tho proso, the Wan street Journal or'the Hew York 0 

Times, up until this time? 


A No. 

Q Up until — 



A In faet, I was looking for eoite newa of the acqul.ltlona| 
that.ho ims talking about and it wasn’t there. -Sf 

Q Did he tell you what the acquisitions were or 
did he Just indicate two acquisitions? 


A He didn't say two; he said, ’’a couple of multi- 
million dollar acquisitions." Those were his words and I 
believe he said ”a stock deal" for it. 

Q He didn’t tell you any particulars as to the 
proposed acquisitions, I take it? ‘ • 

A ■ Nc, he Just said, "A m.iltl-mill.ion-dollar stock 
deal," ^.hich he said, "You know right now how Important 
acquisitions are to a growing company." And I — and 
I. you know, I — I said, "Okay." 

• Q Up until April, 1971, had you discussed this 
stock, 3i Company, v;ith anybody else other than Mr. ’ ' 
Nissan? 

A Yet:. ’ . . ‘ 

With v.'hom had you discussed it? 



•• 


* * * 
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later, it night be ~ l would prefer if we could — if i 
could tell it to you as part and parcel of nv.atock 
transactions in 3i. 

I 

Q So would I. But up to the end of April, 1971, 
apart from Mr. Nissan and Mr. Palk and Mr. Elnhom, you 
had no discussions with anyone about 3i stock? ;, 

A No. 

Q Beginning with May 1, 1971. when was your next 
conversation vrith anyone about 31 stock? 

A (Referring to documents.) Sometime in June, *71. 

Q Whom did you have the discussion with? 

A Mr. Nissan. 

Q Do you recall the date of that conversation? 

A Yes, it was the date I purchased a thousand more 
shares at «20. 

Q That would be June 7? 

A , Correct. . , 

Q Toll us the substance of that conversation 

with Mr. Nissan. 

A Tho stock had made a very big move to the area of 

$20. • • . 

« 

Q Ysa? 

A I v.’ansed to sell the stock that I had purchased on 
March 22, 1971 at IM and 7/8. 
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Q Let me Interi’upt. You held at that time two ; S 

• ■ Z~i 

thousand shares: la that correct? • • 

• 4 

A Correct. This was dizzying to me. Prom 4 and 3/4 
and 9 3 the stock had gone to 20. Now, mind you, tuy profit 
was really not that great because what I waa doing was 

being Induced all the time to go back again, more or less, 

» '• '• 

for part or all of it at the price I paid. So, I decided 

that I wanted to get out of it. ;' 

^ i'-u- 

- Q What did you say to Mr. Nissan In that 

conversation on June 7? • "U 

> Vx 

> 4 

A I said, "Now that we are in this level, don't you 
think I ought to sell?" And he said, "No." He said, "Buy. "' 

I said, "Why?" and he gave me a number of reasons. ‘ 'Mm 

Firstly, he said, "That big deal, the big acquisition 

• • 

is all set and almost ready for signing any day and an /i>’ 

'V 


is all set and almost ready for signing any day auid an 
announcement. Nov7 that we are getting close to the end 
of the year, management,” and he mentioned Mr. Brodsky, 
"assures me that the earnings are going to be In the black 
for the year. They are also talking about another 
'acquisition, but that may be e. couple of moiiths off. So 

• r* 

by the tire the news is absorbed on this, that should be 

*■ • 

£Uiother shot in the arm to push the stoc<c higher. But," 
he said, "the beat news of all is the fact that ^ntfajor 
bank is writing up a — -very favorable report on the 
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company. And as a matter of fact. It's buying up a lot . 4 

of the stock, and once the news gets put about that,- about 

•- ' • 

the report and the fact that they are buying It so much, 
then once the news gets out, the stock is really going 
to take off." 

So at that point, rather than selling, I bought • 

another thousand at $20. 

Q Have you told us the entire conversation, to 
the best that you can recall? 

' ’0 

A That's basically the sum and substance of It. 

Q Was this the first conversation that Mr," 

' ’ ■ u >' 

Nissan had mentioned Mr. Brodsky at? -ot 

A T t 

A I can't be sure. If you recall, I mentioned It la 
March, v;here he talked about management.. He might have 
said Brodsky and he might have said It In some inter- 

#*■// 

mediate conversation, but I heard about Mr. Brodsky several 

f.' 

times after that from !4r. Nissan. ,7.^- 

** •? 

^ Nissan tell you that he had conversations^'^ 

» 

personally with Mr. Brodsky? 7.;- 

- 

A Later on, he said that he spoke, to him a lot before > ■' 

the news came out on the eai’nings for the year, ' ‘ 

• „ • V P| 

5 But as of June 7; did you understand that ' 
he had frequent contact v;lth Mr. Brodsky? " 

A He calked about management and he used the term r'J"" 
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Brodsky” interchangeably. So I wasn't sure at the time, 
to be perfectly honest with you. If Mr. Brodsky re^ly 
was the ~ the management or if he was a major atookholder 
I Just knew that Hr. Brodsky knew what was going on, 
according to the way Mr. Nissan phrased it. 

Q • Yes? 

A So, I don't recall, as I say, specifically the name, 
but I do recall on June 7, I heard the name. 

Q You mentioned that Nissan referred to a major 
bank. Did he identify what bank it was? 

A - No. 

Q Did he tell you where the bank was located? 

A No. . ’ 

* Q When was the nejit conversatipn which you had 
with anyone concerning 3i stock? 

A That week. 

Q Was that with Mr. Nissan again? 

* . * ■** 

A . No, Hr. Palk. 

Q What did you say to Mr. Palk? 

A'^ It’s not what I said to Mr. Palk, but it is vYjit 
Mr. Palk said to me, , 

Ms said to me, "I Just bought some of that stock.” 
i] Up until this time, Mr. Palk had been telling 
you that he had never heard of the stock; is that correct?• 
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A I didn’t really discuss It with him except a few 
times when I mentioned how the stock was going, but as. 
far as I am concerned, he didn’t know anything about the 
stock except, as I say, when Mr. Elnhom.sald It was Jim 
Nissan’s stock or Nissan stock, one way or the other, but 
for the first time he had told me he had purchased It 
himself. 


And I asked him, "Did you take it on njy say so?” 

f 

At that point, it was pretty higln. I was worried fok* 
him. I v^as worried for myself. f 


aid. No, some people in a bank, t4>state, ‘ 
or Syracuse, were buying it a lot for the bank." 

t 

Did he Identify what bank It was upstate? 


Rocheste 


What bank did he say It was? 


A , r4arlne Midland. I Juat x<?ant to add this at this 
point, I didn’t at this point acknowledge to Mr. Falk 
about.what Mr. Nissan said to me. I just — was happy that 
he had confirmed what Mr. Nissan had said to me. 

Q Inerefore, mid-June is the earliest that you 
ever hoard the name Marine Midland connected with 3ii 
is that correct? . • ‘ ^ 


Have you given us the entire conversatlo 


that 
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you had with Mr. Palk? 

'■ ' r' ■ 

"A About 317 • . ' 

Q Yos. ' ■ 

A Basically, that was it because I didn't — all I, aa 
I said, basically, what he had told me, I said and he 
told me that In passlnB and I Just noted in my mind and at 
the moment when he aald it to me, I Juat felt thlt waa 
ocnflrmntion of what Mr. Nissan had said to me and no 
more than that. 

Q What was the next conversation that you had 
• • 

with finyono concernin;j 31? ^ ' ‘‘ 

A On June 21. (Referrlna to document.) 

" Q- Was that with Mr. Nissan? • ' . 

A Yos. 

0 

0 

Q What was that conversation? 

A The stock started to break down and It went down 

belov.' $20 and 1 v/as upset and worried and I called. him 
up.. If j; recall, now, this is — quite sometime ago, but ‘ 

it had noved dovm rather rapidly from the 20's, breaking 
20. ^ 

I . 

liYON: V'/as that on the 2l8t of June? 
THE WITNESS: Yes. 


A i r»b not knov/ing v/hat the vol’uiiis was or what .was 
going on, I called hiin- up and said. 






’’Let me sell some of 
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the stock. I'm very worried.” And he said to me 
something to the effect that — "Whatever you want, to do; . 
hov/ever, it's the same story. Nothing really has changed. 
Maybe some people are taking profit In the stock.” 

So I said, "Let's sell a thousand shares," or 
something to that effect, some amount like that.'.' And 

*»v 

I called him back In about half an hour and found we 
were only able to sell three hundred at 19 and 3/8. 

And he said to me, do I want to lower ray price. 

And I aaid, "What do you think?" And he said, "It's 

* '■ • 

.the siur.e story. The cannings look good," and everything 
thfi’.t he said when he induced me to buy it at 20 on 


Juno 7. 


I 

.3o I decided not to panic and take his advice and 


stay in it. 


So that left you with 2700 shares? 


\e3. 


Q Did he say anything else to you? 

A Wot that I recall, except that he, so to speak, 

1 *» 
he qul.eted me down and, by his saying the same stoz7 or 

t 

• i 

more or less like that, I felt that perliaps sopie people 
were overreacting perhaps in taking profits as sometlriies 
it hapoens in the market. So I decided to take his advice 
and -stay with it. . . 
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Q When did you have yout* next conversation 
concerning 31 atock? . 

A In July. '* 

Q V/ith tfhom was that converaa]tlon? c' 

A Mr. Falk. > 

» 

Q What did Mr. Palk tell you? 

He showed ine the report. 

,4 

Q V/hich report? , 

« ' > 

A The Marine Midland Bank report. 

Q Do you have a copy of that? 

A No. ' ■ , 

Q Did he give you a- ccpy? 

•r 

A I didn't ask him for one. ‘ ^ 

Q But he had It? ' i.. , 

• "# ' 

• r • • 

A Yes, he had it. ‘ 

Q Did he show It to you? 

A Yes, he came over and I recall vividly, I was 
sitting in my backyard on Friday evening. • ' ' 

Q Yes? ■ ... 

And — and he said, "Take a look at this report.” 

i' 

Q Did you take a look at it? 

i 

)!cs, I did. 

C Did you and he discuss the report? 

.1 .lust say this, I didn’t, analyze the report, I 

* * * 
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a copy of the Marine Midland reports did you? 

A No, it just confirmed v/hat Mr. Nissan had told me. 

Q VJhen was the next conversation that you had with 
anybody concerning 3i? 



"i 


3 


A On a fateful Monday when I found out that the stock 

V *-*• 

54f 


had plunged from approximately $1^1 or $15 on Friday, I believe 
it's a Monday now, but I know there was an Inte.rval of 
time — or even a day al-er, it plunged 7 points In one — 
betv/een a close, I believe It v/as a Friday to a Monday. 

But it voi’y v/ell inight have been a — it could have been 
any close oi any day followed by zny checking It, approximate— 

ly 2:00 o’clock the following afternoon. 

; 

By the way, .1 just vj^ant to correct myself If I may. 
During the months of July and August and September, and 
\7hen I say September, I think in •September, yes, maybe 
even later. I don’t have the dates. But for a couple of 
months t'ot^reaftsr, when I was in this position, the stock 
ivasn't actinR too well and I kept calling up Mr. Nissan 
and askin'; him about it.- And iie said, "The same story. We 
S.re vraiting for thu earnings. The deal has been put 

V 

through already avid it’s been signed. The other acquisition 
is in the vrorits." 

^ t 

Tini'j is when he started to tell me, "I’m in touch 
i/lth Bi'od'i!:’'. " 
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A3 a matter of fact, Juat before the precipitous 

In the 8 cock, for a week or two before, if njy 

* • 

memory serves me correctly, he had told roe Mr. Brodsky 
was in Europe or out of tovfn. 

Q Wnen v/as this conversation? 

A "± can’t find out what the earnings are going to be 
because he Is away and not around.” And I started to 
get very uneasy, and he at the same time, he said every¬ 
thing v/as fine. 

'1 When was this conversation? 

A Sometima in the fall of '71. 

Q September? 

t 

A i4o, this is sonething that I do not h^ve any 
record on. 

# 

Q The fall bej^’lns uSually the latter part of 

Sepcemoer. When you say the fall, was it sometime 
aftor the 2Cth of September? 

A I’m pretty sure, yes, and at the same time, I 
couldn’t OS completely sux's. All I knew is at sometime 
in the fall of ’71 there wae the fall of 3i as well. 

Q And this conversation v/aa before the stock 
tooic precipitoua fail? ‘ 

A I uac questioning the story. I knew that — there 

was A ."'vport and 1 knew that there was — well, I Just 
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knew there was a report. So I knew there was some 
semblance of truth in what he said. That’s what sort.of 
allayed my fears. But what I couldn’t understand is why 
the stock was acting so raggedly and so poorly. And I — 
this is basically it. 

Q • Again, up until this time, you had ipads no 
investigation or Inquiry with respect to this stock with 
anyone other then Mr. Nissan, your having read the annual 
report for 1970 and your having seen that July afternoon 
the Marine Midland I’eport and having had casual conversa¬ 
tions v/ith Mr. Palk; is that correct? 

A Yers. 

Q That’s the extent of the investigating that ^ 
you had done about this stock up until that time? 

0 

0 

A I had mentioned it to Mr. Einhoim and ho said it 
was Mr. Nissan’s stock. 

I will tell you, with the way the stock was acting, 
ii'* it hr.in’t been for the fact that I physically saw 
a report, I would have gotten out of the stock, but that 

80 to epealc kept me in it because I felt perhaps — I had 
no way oi knowing what the volvme was, I don’t believe 

4 

there vias any way of knowing what the volume was. And 
all I could see was the tape. I was Just comforted by 
the fact of Mr. Nissan saying "Everything is going to be 
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rtne,” and all that 



are comin.T out and people are nervous because the earnings 
are beinr; delayed,” and what have you. 

Q Vfhen did you talk to Mr. Nissan next? • 

A I £im telling you now the course of the conversation, 
but something that specifically comes to mind when I 










saw the stock was down to $7 — 

Q Yes. Well, If I should tell you that the 
stock fell fi'om 13 to roughly 7 —” 

A il'. 

} 

Q — around the weekend of October 15 — ' 

A I won't accept that. 

Q You v;on’t? 

^ ^ Just say this to you, that the day that I 

4 

ic»jnd oui. thac the stock fell precipitously, I am sure this 
it goir.'fr frorr. recollection now — I don't know If it 
fell 7 points or 6 points or 5 points, all I know Is my 
heart fell v/ith the stock. 

Q That da;/, you called up Mr. Nissan? 

A Yes. 

Q VHiatever day that was? 

A Yes. • 

Q tihc.o did you zuy to hint? 

A I. said, ”Did it drop inmiediately to this prlca?” I 



I 








rice C3r>a>co2s>z o»n— 
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recienibGr it so v/ell, I was In Riverhead that day. 

Supreme Court of Suffolk, preparing to try a case, and In- 
the lunch break, I went to a stock brokerage house In 
the nsi(5hborhood and I found out that way. 

And I immediately called him up and he said some¬ 
thing to the effect of, "Well, I think," he said, "it 
dropped first to around $11." And I said, nihy didn't 
yoii call me?" And he said, "I didn't know who’to call ; 
firstj" and if he called anyone in particular he would 
be favoring :one customer to get out as opposed to others. 
He said ha let us all find out about it on our otm. 

K V/as that the entire conversation? 

HR. R.w. LYON: Could I have the'last answer 

read back? 

# 

# 

MR, V/ILLIS; Sure3.y. 

(Answer read back.) 

Q, Did you ask him v;hat had happened? 

A . ho said the earnings weren't too good. 

Did he give you any particulars? 

^ teil you, I don't remember too much more after 
that oonversatlon. I. was so upset. 

4 

Q Do you recall what you said to him? 


Was he — 


* * * 











ANSWER OF MAIN LAFRENTZ AND CO. TO AMENDED COMPLAINT l60a 

(Filed September 24, 1973) 

UIJITIOD r/rATl-S DJCT1?ICT COURT 

FOR THE SOUTHERN DIS'J’RICT OK NEW YORK 


ROBERT R. FELTON, 


-agalnst- 


Plalntiff, 


WALSTON AND CO., TNC., ct al. 


Defendant; 


73 Civ. 220 (DDB) 
ANSWER 


Defendant MAIN LAFRENTZ & CO., by KAYE, SCHOLER, 
FIERMAN, HAYS & HANDLER, their attorneys, for their answer 
to the Amended Complaint alleges: 

1. Deny knowledge or information thereof 

! 

sufficient to form a belief as to the truth of the allegations 
contained in paragraphs "1" through "106" inclusive, except 

I 

admits the allegations of paragraph "lo" thereof. j 

2. In answer to paragraph "107" thereof admit that 

i 

on or about September 19, 1969 31 Company entered into an 

I 

agreement with Medische Referatan (Excerpta Medlca) N.V., 
Infonet (Excerpta Medica - Rescona) N.V., and Eltrac 

I 

(Infonet) N.V. and respectfully refers to said agreement for j 
a correct and complete statement of its terms and provisions; ' 

I 

[except as herein admitted it deny the allegations in j 

paragraph "107". . ! 

I 

3. Deny knowledge or Information thereof j 

j 

sufficient to form a belief as to the truth of the 

al leg.'it.Jfiti:; contained in paragi'aphs "108" and "109" thereof. 

^1. fn an;'.wiw to parag.ra|)h "310" refers to the 
ag.r’eenient dated .'’e['if'>nbi'r 19, 1969 for a complete and correct 
staternc.-nt of its ter-ms and jirovlsions and except f..j her*eln 
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odinJtlcd deny the allof'atlonu cental n('d therein. 
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‘j. Deny the allegations contained in paraj'.raph; 


'112" and " 113 " thereof, excei)t admit that the answerinf, 


defendant examined tiie consolidated financial statements of 


31 Company for the fiscal year ended June 30, 1970. 


6. Upon Information and belief deny the 


allegations contained in paragraphs "114" and "119" thereof 


except admit that the balance sheet of the defendant 31 


Company for the fiscal year ended June 30, 1970 listed as an 


asset, "data bank licenses, at a cost (Note 1) $1,028,60C.00" 


and $1,000,000 vjas the purchase cost of defendant Excerpta 


Medlca’s data bank license and allege that the balance sheet 


expressed a qualified opinion as follows: "Subject to the 


realization of carrying value of data bank license" which 


is contained in the Main Lafrentz report dated November 20, 


1970. 


7. Upon information and belief deny the 


allegations contained in paragraph "115" thereof except ad¬ 


mit that if there was a realization on that asset the 


computation would have amounted to approximately 62^ of 


the assets of the defendant 31 Company for the fiscal year 


1970, 


8. Deny the allegations in paragraph marked "117' 


thereof except admit that Note 6 of the notes to the 


consolidated financial statement read as follows for the 


year ended June 30, 1970: 


"Stock Issued in connection with agreement 


with Excerpta Medlca ]’’oundation (note 1) $7,067 
under caption. Common stock Class A and $842,333 


under caption. Capital in excc'ss of par value." 


t 

I 
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9. Deny the allcr.at 1 orm contained In F)ara/',raiih 
118 theri.’ol except admit that they read the ap^reement 
referred to therein. 

10. In anav/er to paracraph "119" thereof refer 
to the aEreement of September 19, 19^9 for a complete and 
correct statement of the terms and provisions thereof and 
except as heroin admitted deny allegations In said 
paragraph. 

11. As to paragraph "120" thereof refer to the 
agreement of September 19 , 1969 and said "note" for a 
complete and correct statement of the provisions thereof 

I 

and except as herein admitted deny the allegations In said 
paragraph. 

12. Deny the allegations contained In paragraph 
"121" thereof except admit that note 7 of the notes to the 
consolidated financial statements In Form 10-K for the year 
ended June 30, 1972 reads as follov/s: 

"The rights, previously granted to certain 
shareholders, to require the Company to re¬ 
purchase 46,666 shares of Its Class A common 
stock, have terminated during the year ended 
June 30 , 1972 ." 

13 . Deny the allegations contained In the para¬ 
graph marked "124" except admit that the balance sheet did 
not reflect a current liability of $190,000, but allege it 
wa;; (Kit. ?ippro[>rl al e to record the balance of $190,000 as a 
etii'e< lit llal'IMl.y a.Iiice e.uch ll.ablllty was satisfied by IK*. 
agja-ciiK lit dated .tune 19, 1970 I'or Issuance of 30,000 s.harcs 
of Class A stock which was reflected In the June 30, 1970 

balance sheet as disclosed In the note 1 to the consolIdat'C 

> 

financial statement. 
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I'l. Deny the allcf^ationc: contained In the r'ara- 
Kraplj marked "125" excer)t admit that the $150,000 waa 
satisfied by the agreement dated June 15 , I 970 for the 
issuance of 30,000 shares of Class A stock, which was 
reflected in the June 30, 1970 balance sheet. 

15- Deny the allegations contained in paragraph 
"127" thereof. 

16 . Deny the allegations contained in paragraph 
" 128 " thereof except admit that note 7 of the notes to the 
consolidated financial statement in Form 10-K of Jure 30, 
1972 reads as follows: 

"The Company has entered into an agreement 
with a stockholder to issue 7,500 shares of its 
Class A common stock in exchange for cancellation 
of the stockholder's right to require the 
Company to repurchase or register the 30,000 
shares." 

17* Deny the allegations contained in paragraphs 
"129", "130", "I 31 " and "132" thereof. 

18 . Deny the allegations contained in paragraph 
"133" thereof except admit that a balance sheet listed an 
asset purchased at cost as described in note 1 to the notes 
and the answering defendant rendered its opinion "subject 
to the realization of carrying value of data bank license." 


19- Den'' the allegations contained in F)aragraph 


"13^". 


20. Deny knowledg.c or Information thereof 
sufficient to form a lu'llef a:; to the truth of the 
a 11 egat.! on:; In parag.i'apli " 135 " t.hereof. 

21. Deny the al leg.al Ion;; contained In paragraph 
I "137" thereof. 
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?2. Demy the al] c.'/'£it I otir, cont.ainod I n i^ararraph 

''138-' thereof cxcoF.t admit that the defendant Von Ilupen 
received $130,000 In cash, and 30,000 charec valued at $3.00 
per share, and thereafter received 7,300 shares of the Class 
A common stocJ: in connection with his cancellation of 
re[^istration rights which he iiad. 

I 23. Deny the allegation contained in paragraph 

"139". 

2h. Deny knowledge or information thereof 
sufficient to form a belief as to the truth of the allegation 
contained in paragraph "140" thereof. 

23 . Deny kno\/ledge or Information thereof 
sufficient to form a belief as to the truth of the allegatio.n 
contained in paragraphs "l4l", "142", "146" and "14?". 

26. Deny the allegation contained in paragraph "145 
thereof except admit that after appropriate allocations there 
was a net earning loss of $ 1 , 053 . 00 . 

27. Deny the allegation contained in paragraph "l4o 
thereof except admit that the 31 Company entered into a 
".Second Agreement" dated September 2, 1970 and refers to the 
agreement for its terms and provisions. 

28. Deny knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
[)aragranlis "131" through "160" inclusive. 

29. Deny each and every allegation contained in 
paragrapJis "l6l" through "164" Inclusive thereof. 

30. Deny knowledge or information sufficient to 
form a belief as to the truth of the allegations contained in 
[jarai'raphs "I 63 " through "I 80 " inclusive. 

WIIKni;i'’OHK, the answering defendant hei-cln demands 





judr;incnt dir^mlonlnf: tho Amondcd Complaint heroin, topicthcr 
with the coats and disbursements of this action. 


Dated: September 1973 


KAYIi, SCHOLER, FIERMAN, HAYS & HANDLER 


By 

i\ Member of the Firm 
Attorneys for Defendant 
Main Lafrentz & Co. 

Park Avenue 

New York, New York 10022 

TO: 

ROBERT R. FELTON 
Plaintiff, Pro se 
42 Third Avenue 
Mineola, New York 11501 

LEON, WEILL AND MAHONY 
Attorneys for Defendant 31 Company 
26l Madison Avenue 
New York, New York 10016 

SULLIVAN AND CROMWELL 

Attorneys for Defendants Marine Midland and Brownstein 

48 Wall Street 

New York, New York 10005 

BREED, ABBOTT AND MORGAN 

Attorneys for Defendants Walston and Nissan 
1 Chase Manhattan Plaza 
New York, New York 10005 

SHEA, GOULD, CLIMENKO AND KRAMER 

Attorneys for Defendants Medische Referatan, 

and Stlchting Excerpta Medlca 

330 Madison Avenue 

New York, New York 10017 
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OROER directing ^.NTirr TO ‘tor OEPOSrTION 

-.(nied September 77 X^) , , 
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ROBLRT R, FEL.TON, 


Plaintiff, 


-against- 


WALSTON AND CO., iNc. , et , 
Defendants. 


D- Of N 


73 Civ. 2200-DBB 
order 




- I 


Defendant Marine Midland Bank-New York having 
fovod by Notrce of Motion, dated September 4 . 1973 , ^ j 

o-t Cd^pelling the plaintiff to appear for depoaition. 

10 »73"T' i 

- , for an order setting a date for defendant Joel 

ro^stern to appear for deposition, and plaintiff having 1 

s moved, by Notice, dated September 14, 1973, for ' 

- order ooMpelling defendants Marine Midland Bank-New York ' 

ahd doel Brownsteln to prcdnoe specified docoMents, and the ■ 

said motions having come on for hearino c ' 

1973, it is September 24, j 

ORDERED that olaint-i^^ ! 

„ 3 , Plarntrff appear for deposition upon ' 

oral examination by defendant u ■ i 

y defendant Marine Midland Bank-New York ' 

on October 9, 1973 , at 10,00 h.M., m Boom 1300, 40 wall . j 
eet. New York, New York and produce at said deposition ' 

documents described in the schedule anneked to the ! 

Notice Of Deposition, dated duly 3 , 1973, as amended, .r.d 


. I 1 


1 










th.t oou„..i .11 p.rtl.. will b. „oti,i.(, ,1 ..IJ, ' . 

<iepo.ibXo„ .„a iWitea to attend and patticipate, and it 
is further 

OHDERED that upon the completion o£ the said 

deposition of plaintiff, defendant Joel- Brownstein will 

appear for deposition upon oral examination pursuant to 

plaintiffs Notice, dated August 8, 1973, at Room 1306, 

^ 48 wall street. New Vork, New fork and will produce at 

said deposition for inspection and copying by plaintiff the 

documents specified in the schedule annexed to plaintiffs 

Notice, as er.,ended, to the extent no objections to production 

of said documents have been filed by said defendant, and 
it is further 

ORDERED that at 10:00 A.M. on October 16, 1973, 
defendant Marine Midland Bank-New fork will produce for ’ 
inspection and copying by plaintiff the documents specified 
in plaintiffs Notice, dated August 8 , 1,73, to the extent 
that no Objections to the production of said documents 
have been filed by said defendant. The parties reserve 
the right to move the Court after the conclusion of the above 
deposition, for an order compelling the production of those 
documents to which objection was taken and which have not ' 

been produced by defendants Brownstein and Marine Midland. 

Dated: H ,1973 


la 


U.S.D.J, 


-2- 
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answer of 3 I CO. TO AMEHOED COMPLAINT (Filed September ?8, 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

CLASS ACTION 
ANSWER 

1 ?> Cw i 


Defendant, 31 Co. /Information Interscience, Inc, (3 I Co. ) by its 

attorneys, Lc-on, Weill & Mahony, for its answer to the" com-^I^nt 

/• 

herein: 

FIRST: Denies each and every allegation contained in para¬ 
graphs 1, 4, 5, 7 through 11 inclusive, 18, 48, 62, 69, 91, 106, 107, 
120, 127, 128, 133, 136, 137, 139, 153 through 180, inclusive. 
SECOND: Denies anv IfnnurloHfto ot» 

form a belief with respect to the allegations contained in paragraphs 
■i. 6, 12, 13, 14, 15, 16, 19, 20, 23 through 33 inclusive, 35 through 
38 inclusive, 43 through 47 inclusive, 50 through 53 inclusive, 61, 

63 through 63 inclusive. 73. 79. 109. Ill, 118, 134, 138. 140. 152. 

THIRD: Denies any knowledge or information sufficient to form 
a belief witn respect to the allegations set forth in paragraphs 2. 21. 
and 22 except admits that defendant 31 Co. is a publicly held corpora¬ 
tion who filed reports with the S. E. C. and whose securities are 
traded "over the counter"; that defendant Walston maintains brokerage 
offices within the Southern District and that defendant Marine Midland 
has branches throughout the City of New York. 

FOURTH: Denies any knowledge or information sufficient to 
form a belief to the allegations set forth In paragraphs 39 through 42 


ROBERT R. FELTON, 

Plaintiff, 

-against- 

WALSTON AND CO.. INC. . et al. 

Defendants. 









inclusive. 54 through 60 inclusive. 93 through 97 inclusive. 99 through 
101 inclusive. 116. 117. 121. 131. 132. 143. 144. 145 and 150. and 

begs leave to refer to the reports and documents described therein for 
its contents. 

HFTH: Denies each and every allegation contained in paragraphs 
70. 71, 72, 74 through 77 inclusive, except admits that Gerald Brodsky 
held stock possessing 38. 4% of the voting power of 31 Co. which was 
not available for sale; that blocks of common stock class B shares 
were converted into common stock class A; that Brodsky resigned as 
Chairman of the Board as of December 20. 1971 and contributed 50,000 
shares of common stock of Datapro Research Corporation and 25, 000 
shares of 31 Co. common stock class A to defendant 31 Co. 

SKTH: Denies any knowledge or information sufficient to form 
a belief with respect to the allegations set forth in paragraph 49 except 
auialts iiiai defendant Brodsky was a stockholder and referred to in re¬ 
ports as "parent" of defendant 31 Co. 

SEVENTH: Denies any knowledge or information sufficient to 
form a belief with respect to the allegations set forth in paragraphs 
78, 84. 86, 87 and 88 except admits that defendant "Maurice" was 
president of American Micromation Inc. (AMI) on October 13, 1973; 
that 31 Co. acquired substantially all of the assets and certain specific 
liabilities of AMI in exchange for 123, 671 shares of its common stock 
class A; that "Maurice" at that time of the acquisition of AMI held 
45, 000 shares thereof. 

EIGHTH: Denies any knowledge or information sufficient to form 
a belief with respect to the allegations set forth in paragraphs 89 and 
92 except admits that on June 30. 1971 31 Co. purchased all of the 
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assets of Information Co. of America 0. C. A.) and Information Corpora¬ 
tion of America with common stock class A of defendant 31 Co. valued 
at $3, 053, 857 and as a part of the negotiations defendant 3I Co. re¬ 
ceived auditors certificates and financial statistics concerning the 
earnings and financial condition of the entities involved. 

NINTH: Denies each and every allegation set forth in paragraphs 
102 and 105. except admits that defendant 31 Co. entered into the pur¬ 
chase agreement of June 30. 1971 and that defendants Arthur W. Elias. 
Marvin S, Riesenbach, Marvin Schiller and Irving H. Sher became 
President. Vice Presidents and Directors respectively. 

TENTH: Denies any knowledge or information sufficient to form 
a belief with respect to the allegations set forth in paragraph 114 ex¬ 
cept admits for the fiscal year ending June 30. 1973, 31 Company's 
balance sheet listed therein as an asset "data bank" licenses. 

l.^T A .1 .. .. 

. ... v/iC axiCgttiiuii (joiilciiiieu in paragraph 115 

and alleges that the word "asset" means balance sheet asset. 

TWELFTH: Denies any knowledge or information sufficient to 
form a belief with respect to the allegations set forth 4n paragraph 123, 
through 126 inclusive, 129 and 130, but alleges that the $300,000 for 
Von Eugen consisted of $150,000 cash and 30,000 shares of 31 Co. 
stock which was issued in lieu of the $150, 000 obligation and that the 
term "at cost" is an accounting term agreed to by Main La Frentz. 

I'OUHTJOENTH: Denies any knowledge or information sufficient 
to form a belief with respect to the allegations set forth in paragraph 
147 except admits that S. Kim Kessler was employed by 31 Co. to 


manage Scientific Literature Corporation. 
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FIFTKENTH: Denies any knowledge or information sufficient to 
form a belief with respect to the allegations set forth in paragraphs 
148, 149 except admits that a second amendment was entered into. 

FIRST DEFENSE 

SIXTEENTH: This action does not meet the requirements of 

Rule 23 of the Federal Rules of Civil Procedure and may not be main¬ 
tained as a class action. 

SECOND DEFENSE 

SEVENTEENTH: The complaint fails to state a claim against 
31 Co. upon which relief can be granted. 

THIRD DEFENSE 

EIGHTEENTH: The claims asserted in the complaint are barred 
by latches and by the applicable statute of limitations. 

fourth defense 

i-idiMiiii, uy ms actions in connection with his 

transaction in the securities of 31 Co. has waived the claims asserted 

in the complaint and is estopped and otherwise barred from any re- 

covery on the claims asserted in the complaint. 

Dated: New York. New York LEON. )VEILL & MAHONY 

September , 1973 

B y 

'ht'lf 

A member of the firm of 
Leon, Weill & Mahony 
Attorneys for Defendant 31 Co. 

- 261 Madison Avenue 

New York, New York 10016 




NOTICE OF MOTION IN BEHALF OF MAR*INE MIDLANO AND JOEL BROWNSTEIN 

TO ADJOURN PLAINTIFF'S CLASS ACTION MOTION (Filed Oct ober 10, 1973 ) 


UHITED STATES DISTRICT COOt,T • . ‘ ' 

SOUTHERN DI8TWCT OP NEW YORT ’• 


ROBERT R. FELTON, 

Plaintiff, 

-against- 

WALSTON & CO., INCORPORATED,'et al, 

Defendemts. 


f o«io4« 


0. OFji 




No. 73-Civ. -2200-DBB 
NOTICE OF MOTION 


I 

PLUISB TAKE NOTICE that upon plaintiff's Notice 
of Motion, OateO Septenber 11, 1973, the Order of thi. 
court dated Beptenher 26, 1973, and all prior proceeding, 
herein, A.r.nd.nt. Har int.Midland.BapKrliew Yo^ y_d£^l 
Brownstein, by their undesigned counsel, will move this 
court on O ctober IS, 1973, before Honorable Dudley P. Bonsai, 
united State Court House, Eoley Square, New Vork, New Vork, 
at 9=30 A.M. or as soon thereafter as counsel may be heard, 
for an order pursuant to Kule 6(b) of the Federal Rule, of 

Civil procedure, a^ourning the return date oi^pl^U^^^ 

, «=tion ^at^his action be maintained as a class action to 
' Noxember 11^1973, on the ground that this Court cannot 
consider the requirements of Rules 23, a) (3) and 23 ,a,(4,^ 

of the Federal Rules of Civil procedure on said plaintiff s 
potion until completion of the deposition of plaintiff, and 
,or such other and further relief as to the court may seem 


'iust. snd proper. 









TAKk: rUl<Tlll::K NU-1'ICI:; LhaL IJUlttu'dltL tu 

Rule 9(c)(2) opposing affidavits in answering memoramda 
shall be served at least three days prior to the return 
date, hereof. 

DATED: New Yor)c, New Yoric 
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Octolaer 5, 1973 


SULLIVAN & CROMWELL 

Bv / ^ 4 :^ 

(A Member of the Finn] 
Attorneys for Defendants, 
Marine Midland Banlc- New 
York emd J«.‘el Brownstein. 
48 Wall Street, 

New York, N.Y. 10005 
Telephone; (212)422-8100 


ROBERT R. FELTON, 

Plaintiff pro se 
42 Third Avenue, 

Mineola, New York 11501 

BREED ABBOTT & MORGAN, 

Attorneys for Defendants 
Jeunes Nissan & Walston t Co., Inc., 
One Chase Manhattan Plaza, 

New York, New York 10005 

LEON WEILL & MAHONEY, 

Attorneys for Defendant 3i Compamy, ■ 
Information Intersciences, Inc., 
2G1 Madison Avenue, 

New York, New York 10016 

SHEA GOULD CLIMENKO & KRAMER, 
Attorneys for Defendants 
Medische Referatam, et al, 

330 Madison Avenue, 

New York, New York 10017 

KAYE SCHOLER FIERMAN HAYS & HANDLER, 
Attorneys for Defendant 
Main Laframtz & Co., 

425 Park Avenue, 

New York, New York 10022 






NOTICE OF MOTION BY PLAINTIFF FOR LEAVE TO SERVE AN AMENDED 174a 

COMPLAINT (Filed November 5, 1973) 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON 


Plaintiff 


- against - 


WASLTON AND CO,, INC., JAMES NISSAN, 

MARINE MIDLAND BANK-NEW YORK, JOEL 
BROWNSTEIN, 3 I CO./INFORMATION INTER¬ 
SCIENCE, INC., GERALD L. BRODSKY, MAURICE 
BRODKSY, ARTHUR W. ELIAS, MARVIN S. 
RIESENBACH, MARVIN SCHILLER, IRVING H. 
SHER, EXCERPTA MEDICA FOUNDATION, 

STICHTING EXCERPTA MEDICA (EXCERPTA 
MEDICA FOUNDATION), INFONET (EXCERPTA 
MEDICA-RESCONA) N.V., ELTRAC (INFONET) 
N.V., MEDISCHE REFERATAN (EXCERPTA MEDICA) 
N.V., PETER WARREN, MAIN LAFRENTZ AND CO., 
FRED VON EUGEN, S.KIM KESSLER and 
GERALDINE KESSLER 

Defendants 


Index No. 73 Civ . 
2200 DBB 


SIRS: 


PLEASE TAKE NOTICE, that upon annexed affidavit of 


Robert R. Felton, sworn to October 29, 1973, the summons, amended 
complaint and proposed amended complaint, a copy of which is 
attached at Exhibit A, and all prior proceedings herein, the 
undersigned will move this Court before the Honorable Dudley B. 
Bonsai in Room 1506 of the United States Court House, Foley Square 
New Yor)c, New York on November 12, 1973 at 9:30 A.M., or as soon 
thereafter as counsel can be heard for an order pursuant to Rules 
15(a) of the Federal Rules of Civil Procedure amending the com¬ 
plaint herein and permitting the service of the proposed amended 


ii 
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complaint on defendants herein, on the grounds that plaintiff has 
just learned of the existence of the additional facts stated there 
in and that justice so requires in order that all issues between 
the parties be fully litigated in this action, and for such other 
and further relief as this Court may deem just and proper. 

Dated: Mineola, New York 

Octo ,er 29, 1973 


Yours, etc., 

ROBERT R. FELTON 
Plaintiff, pro se 
42 Third Avenue 
Mineola, New York 11501 
516-'46-5711 

SHEA caJLD CLIMENKO & KRAMER 
Attorneys for Defendants 
Excerpta Medica 
330 Madison Avenue 
New York, New York 10017 

LEON WEILL & MAHONEY, ETiQS. 

Attorneys for Defendant 

3 I Co.^Information Inter¬ 
science, Inc. 

261 Madison Avenue 

New York, New York 10016 

SULLIVAN & CROMWELL, ESQS. 

Attorneys for Defendants 
Marine Midland and Joel 
Brownstein 
49 Wall Street 
New York, New York 10005 

BREED ABBOTT & MORGAN, ESQS. 

Attorne's for Defendants 

Walston and Co., Inc. and 
James Nissan 

One Chase Manhattan Plaza 
New York, New York 

KAYE SCHOLER FIERMAN HAYS & HANDLER 
Attorneys for Defendant 
Main Lafrentz A Co. 

425 Park Avenue 

New York, New York 10022 
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I UNITED STATES DISTRICT COURT 
, SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON 


- against - 


Plaintiff 


WALSTON AND CO. , INC,, JAMES NISSAN, 
marine MIDLAND BANK - NEW YORK JOEL 
BRCWNSTEIN, 3 I CO, /INFORMATION INTER¬ 
SCIENCE, INC,, GERALD L, BRODSKY. 
MAURICE BRODSKY, ARTHUR W. ELIAS 
MARVIN S. RIESENBACH, MARVIN SCHILLER 
IRVING H. SHER, EXCERPTA MEDICA FOUN-' 
DATION,’ STICHTING EXCERPTA MEDICA 
(EXCERPTA MEDICA FaJNDATION) , INFONET 
(EXCERPTA MEDICA - RESCONA) N.V. 

ELTRAC (INFONET) N.V. , MED ISC?1E* REFER- 
AIAN (EXCERPTA MEDICA) N.V,, PETER 
WARREN, MAIN LAFRENTZ AND CO., FRED 
VON EUGEN, S. KIM KESSLER and 
GERAJDINt, KESSLER 

Defendants 


STATE OF NEW YORK) 

i 

COUNTY OF NASSAU ) 


ROBERT R. FELTON, being duly sworn, upon information and 
belief, deposes and says: 

I submit this affidavit in support of this motion to 
amend the complaint herein and for permission to serve copies of 
the proposed ame-ded complaiit, attached hereto as Exhibit A. 

Since the service of the original complaint^deposition 
has beer, taken of defendant Brownstein, a-d I have been deposed 
l>y defendants. 

These depositions and certain of the documents therein 
produced have afforded new and additional facts which require that 
the complaint herein be amended accordingly. 






In drafting the origin?1 complaint I did not have the 
Information that the defendant Marine Midland - New York was only 
of a number of subsidiary banks under their parent Marine Mid¬ 
land Banks, Inc. Furthermore only during Brownstein's deposition 
I informed which bank employed Brownstein. The proposed amen¬ 
ded complaint Includes as defendants all subsidiaries as well as 
' Marine Midland Banks, Inc., Brownstein's employer. 

Mr. Brownstein testified as to his purchase of 3 I Co. 
stock and as to the purchasing of 3 I Co. stock b the Marine Mid¬ 
land Banks as recommended in his May 17, 1971 Report and his follow¬ 
up Bulletins, which Report and Bulletins were produced at his 

0 

deposition. 

Defendant Brownstein testified as to his "access" to 3 I 
Co. through his contacts with 3 I Co.'s President, Gerald Brodsky.’ 
Based on Brownstein's testimony, the proposed amended complaint 
alleges Insider trading by defendants Brownstein and Marine Midland. 
Furthermore the proposed amended complaint allagep facts learned 
from Brownstein's aforesaid Report and Bulletins in the light of • 
a letter from aforesaid Gerald Brodsky, which letter was also 
produced by Brownstein. 

Defendant Nissan admitted in his Answer to the original 
Complaint as to his purchasing of 3 I Co. stock and his "access" 
to the aforesaid Gerald Brodsky, which "access" occurred during 
the course of Nissan's employmenx by Walston and Co., Inc., a 
dealer, in 3 I Co. stock. Based on Nissan's admissions as well as • 
Brownstein's aforesaid testimony relating to Brownstein's con¬ 
versations with Nissan, the proposed amended complaint alleges 
insider trading bv defendants Nissan and Walston. 





I /oa 

During the course of deposition, I „as caused to re- 

read certeln SEC and 3 I Co. documents and I then learned that 

30,000 shares of 3 T Co 

Co. stock were not issued to defendant Von 

Eugen prior to Decen, er 1. 1970 l„ connection «lth the data bank 

license transaction. The proposed amended complaint reflects this 

. newlv learned Information In relation to 3 I Co..s balance sheet for 

^ irscal 1970 and defendant Lafren.r. Certificate (Eeport, thereon. 

The proposed amended comn‘Iain+ v.a.r. 

complaint has summarized all dates 

particularized in the original complaint as to the varied acts 
.. and actions of defendants herein In a time frame relationships to 

, the damages sustained by myself and the class based 
, ^ «-ne Class based on my deposi- 

tlon and the aforesaid testimony' of defendant Bro»nsteln. 

The proposed amended complal.-,t has also corrected certain 
Stenographic and dictation errors. 

wherefore It Is respectfully requested that this motion 
for an order amending the complaint herein and permitting the ser¬ 
vice of the proposed amended complaint be granted on the grounds 
that Plaintiff has .iust learned of the existence of the additional 
facts stated herein and that justice so requires In order that all 
issues between the parties he fully litigated In this action, and 
for such other and further relief as this Court may deem just and ' 


proper. 


ROBERT R, FELTON 


Sworn to before 


this .^9^ day of October. 1^3 . ^ ^ ■' 


A***-.' » .• ■$. ,, • 

. -o, '•*< 

sm; s ^ /•’(i V, •4*w» 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R, FELTON 


Plaintiff 


V 


- against - 

WALSTON AND CO., INC., JAMES NISSAN 
MARINE MIDLAND BANKS, INC., MARINE 
MIDLAND BANK - WESTERN, MARINE MIDLAND 
BANK - NEW YORK, MARINE MIDIJV,MD BANK - 
ROCHESTER, MARINE MIDIAND BANK - CENTRAL,' 
MARINE MIDLAND BANK - SaiTHERN, MARINE 
MIDLAND BANK OF SOUTHEASTERN NEW YORK, 
N.A.,' MARINE MIDLAND BANK - NORTHERN, 
MARINE MIDLAND BAfJK - EASTERN NATIONAL 
ASSOCIATION, MARINE MIDLAND BANIC - 
CHAUTAQUA, NATIONAL ASSOCIATION, MARINE 
MIDLAND TINKER NATIONAL BANK, DREYFUS - 
MARINE MIDLAND, INC.,' JOEL BRCWNSTEIN, 

3 I CO./INFORMATION INTERSCIENCE, INC., 
GERALD L. BRCDSKY, MAURICE BRODSKY,. 

ARTHUR W. ELIAS, MARVIN S. RIESENBACH, 
MARVIN SCHILLER, IRVING H. SlfER, 

STICHTING EXCERPTA MEDICA (EXCERPTA 
MEDICA FOUNDATION), MEDTSCHE REFERATAN . 
(EXCERPTA MEDICA) N.V., INFONET (EXCERPTA 
MEDICA - RESCONA) N.V. , ELTRAC (II>IFONET) 
N.V., PETER WARREN, MAIN lAFRENTZ AND 
CO.,’ FRED VON EUGEN, S. KIM KESSLER and 
GERALDINE KESSLER 


of'oSttTf) 


CLASS ACTION 
AMENDED COMPLAINT 


Plaintiffs Demand 
Trial By Jury 


73 Civ. 2200 
(DBB) 


Defendants 


X 


Plaintiff, on behalf of himself and all other purchasers 
of the securities of defendant 3 I Co./Information Interscience, 
Inc., from December 10, 1970 to October 24, 1972 for his Amended 
Complaint, upon information and belief, complaining of the 
defendants herein, alleges: 


.TURISDICTION AND VENUE 


1. The action is commenced muler and iurisdiction is 



based on the Securities Act of 1933, 15 u.S.C.A. sections 77a-z, 







The Securitit>«: Pvr.v.-. a I80a 

Ties Exchange Act of 1934 it q a o 

.. ’ ^ Sections 78a-hh 

t»e Rules end Regulations of The Securities and E k 

Exchange Commission 

promulgated thereunder, the lams of the state f m 

xne state of New York and com¬ 
mon law principles. 

The acts and transactions complained of herein oc¬ 
curred in substantial oart wi+h-f r^ 

and off • " ^ oi^thern District of New York 

erings of securities involved herein have h 

*erein nave been made to 

plaintiff and the class in the said ^ 

-’outhern District. Defendant 

Co./information Interscience. Inc. „as and still is a ouhl• , 

held business corporation with securities oh y 

securities purchased and/or sold 

over the counter" bv brokcs-a 

“ithin the Southern 

.. rstrrct of New York. Defendant Walston and Co Inc mai t ■ 

w •’ ^"C, maintains 

-okerage offices within the Southern District and .was a dealer 
and also acted as a broker in the securir,- 

, , , aecurities of the said defendant 

Co./information Interscience. Inf. ..Cendant lames Nissan is 

eDploved as a registered representative hv defendant Waiston and 

CO.. Tnc. at its office at IT Water Street, New York, New York 

Oefendants Marine Midland Banks, Inc. and Marine Midland Bank - 

New York maintains hank branches and/or offices throughout the ' 

City of New York. 

3. The matter in controversy exceeds the sum of 

SlO.OOO.OO, exclusive of interests and costs. This action is not 

instituted to confer .iurisdictlon on this Court which it would not 
Otherwise have. 

4. Defendants carried out the' acts and practices here¬ 
inafter set forth hy the use, means and instrumentalities of in- 
terstate commerce and the mails. 



CLASS ACTION 


I8la 


5. Plaintiff brings this action individually and as a 
Class action pursuant to Rule 23 of the Federal Rules of Civil 
Procedure on behalf of a Class, consisting of those persons and 
business organisations who purchased securities of defendant 3 I 
Co./Information Interscience, Inc. (hereinafter referred to as 
defendant "3 1 Co.") from December 10, 1970 to October 24 , 1972 
and were damaged by the acts hereinafter alleged. 

6. Plaintiff estimates that the Class is in excess of 
8,000 members and that joinder of all members is impractical. 

7. Plaintiff is a knowledgeable person and plaintiff 

, will Insure adequate representation'of the Interests of all pur¬ 
chasers and holders of securities of defendant 3 I Co. His inte¬ 
rests are coincidental with the interests of all members of the 

Class and he will fairly and adequately protect the Interests of 

all absent members of the CIacc u- 

xne t,iass. he has no interests which are 

adverse to any members of the Class. 

Class action is superior to any other method avail- 
ablefor fair and efficient adjudication of the controversy. It 
would be Impossible to manage all possible actions or attempt to 
Intervene into this action all damaged class members. Plaintiff 

knows of no difficulty likely to he encountered in manageme-t of 
this Class action. 

9. Prosecution of separati actions by individual class 
members would create risk of inconsistent or varying adjudicatio s ' 
With respect to various class members. 






10. 


to the Class. 
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ere are con^on questions of fact and la» c'cmn-on 


n. The questions of law and fact co.„on to the ee.bers 

o the Class predominate over a„v questions affectlnq Individual 
members. 


ItiE PART IES AND TIEIR ArTt; 

12. Plaintiff has been both a purchaser and a seller 

Of Common StocK, Class A, par value $ .lo per share, issued by 

defendant 3 I Co. and Is at present a h i/i ^ 

P esent a holder of 2,000 shares. 

13. Defendant James Nissan (hereinafter referred to as 
.."Nissan-) at all times herein mentioned »as and still la a reglst 

ered representative licensed to purchase and sell securities upon 

"the exchanges and over the co-mto-r 

e counter and »as and still is an employee 

and/or officer of defendant Walston and Co.. Inc. 

14. Defendant Walston and Co Inc (hemt 

u., inc. (hereinafter refer- 

red to as .tValston") at all times herein mentioned eas and still 
is a foreign corporation, duly organised and existing under and 
by Virtue Of the lams of the State of Delamare, and authorised to 
transact business in the State of New Vor., mith its principal place 
Of business in the City. County and State of New York, and is lic- 

ansed and engaged as brokers and dealers in securities on the major 
exchanges and over the counter. 

15. Defendant Walston At ait ♦ ■ t. 

«*isTon at all time herein mentioned 

"-de a market" and kept an inventory of' the securities of defend- • 
ant 3 I Co. 




16. 
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Defendant Walston at all times herein mentioned was 
either in a long" or "short" position of the securities of defend¬ 
ant 3 I Co. and at the same time purchased and/or sold these se¬ 
curities to the plaintiff and certain members of the class. 

17. Defendant 3 I Co./Information Intersclencc, Inc. 
(hereinafter referred to as "3 I Co.") was and still is a foreign 
corporation, duly organised and existing under and by virtue of the 
laws of the State of Pennsylvania with its principal place of 
business presently located in Houston, Texas. 

18. Defendant 3 1 Co. at all times herein mentioned 
issued securities known as Common Stock, Class A, par value $ .10 
per share. 

19. The aforesaid Common Stock of defendant 3 I Co., 
at all times herein mentioned, was sold to the public "over the 
counter" by certain designated dealers. 

20. At all times herein mentioned, defendant Walston 
was one of the dealers who sold the aforesaid Common Stock of 
defendant 3 I Co. "over the counter" to the public. 

21. Defendant 3 I Co. at all times herein mentioned, was 
a corporation registered with the Securities and Exchange Commission. 

22. Defendant 3 I Co. at all times herein mentioned was 

a corporation filing periodic reports with the Securities and Ex- 
change Commission. 

23. Defendant Marine Midland.Banks, Inc. and its 

subsidiaries Marine Midland Bank - Western, Marine Midland Bank - ’ 

New York, Marine M.idland Bank - Rochester, Marine Midland Bank - 
Central, Marine Midland Bank - Southern, Marine Midland Bank of 
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Southeastern Ne„ VorK, N.A. , Marine Mldlan. Banh - Northern 
Marine Mlaian. Banh - Bastern National Association, Marine «.len. 
Banh - Chautaqua, National Association ana Marine Mlaiand xlnher 

National Bank (hereinafter referred to a. '.m ■ 

erred to as 'Marine Midland”) at 

all times herein mentioned were and still are bank, a , 

are banks duly organized 

and existing under the laws of New York State. 

2d. Defendant Dreyfus - Marine Midland, Inc. (herein¬ 
after referred to as ..B„yf„s-, at all times herein mentioned was 
a partrally-owned subsidiary of defendant Marine Midland and at 
all times herein mentioned was and still is engaged In managing 
institutional accounts, pension funds and profit sharing Tunds. 

25. Defendant Joel Brownsteln (hereinafter referred to 

as "Brownstein”) at an ti-mrac- u 

) all tames herein mentioned was an employee of 

Marine Midland Banks, Inc. 

26. Defendant Brownsteln at all times herein mentioned 
»as employed In the fiduciary trust department maintained by 
defendant i>Iarine Midland Banks, Inc. 

. 27. One of the duties of defendant Brownsteln's afore¬ 
said employment was the financial analysis and/or financial eval- ' 

nation of certain business corporations. 

2 S. Another of the duties of defendant Brownsteln's 
aforesaid employment was the preparation of Reports concerning 
certain business corporations based on his aforesaid financial 
analysis and/or financial evaluation. 

29. Defends , Brow-steln prepared a Report concerning 
uring the ear 1971. 


defendant 3 I Co. d 



30 . 


Defendants Brownsteln and Marine Midland had the 
aforesaid Report typed and/or reproduced, 

31. Defendant Brownstein was acquainted with defendant 
Nissan prior to defendant Brownstei-’s preparation of the afore¬ 
said Report concerning defendant 3 I Co. 

32. At all times herein mentioned, defendant Nissan 
was a shareholder in the securities of defendant 3 I Co. 

33. At all times herein mentioned, defendant Nissan 
traded in the securities of defendant 3 I Co. 

34. At all times herein mentioned, defendant Nissan 

acted as a broker and recommended the purchase of defendant 3 I 
Co.'s Common Stock. » 

35. Defendant Nissan was a creditor of defendant 3 I 

Co. 


3o. Defendant Brownstein discussed the finances of 
defendant 3 I Co. with defendant Nissan prior to defendant Brown- 
stein's preparation of this aforesaid Report. 

37. At the time of his aforesaid discussions with 
defendant Nissan, defendant Brownstein knew that defendant Nissan 
owned securities of defendant 3 I Co. 

3.'>. At the time of his aforesaid discussions with 
defendant Nissan, defendant Brownstein knew that Walston was a 
dealer and "made a market" in the securities of defendant 3 I Co. 

39. Defendant Brownstein ‘informed defendant Nissan that 

t 

he was preparing the aforesaid Report concerning defendant 3 I Co. ‘ 

40. Defendant Brownstein's aforesaid Report detailed 
the financial historv aid the then present fi'ancial condition of 


defendant 3 I Co. 




tl. Defendant Brownsteln's aforesaid Report n.lsleadl!^ly 
^nd falsely detailed the financial ter™s of defendant 3 I Co.'s 
purchase of a data hank license from defendant Excerpta Medlca. 

42. Defendant Brownstein's aforesaid Report misleadingly 
stated the earnings per share of the defendant 3 I Co. for the 

«scal year ended ,,n„e 30. igto as a loss In the amount of $0.33, 
whereas defendant 3 I Co. had previously reported a loss of $0.34. 

43. Defendant Brownstein's aforesaid Report misleadl gly 
Dtossly overstated the estimate of earnings per share of defendant 

3 1 Co. for fiscal year ended .Inne 30, 1971 as a profit In the 
amount of $0.40 on revenues estimated at $2,124,000.00 

44. Defendant 3 I Co. sustained a loss of earnings of 

S0.33 per Share for the fiscal year ended dune 30. 1971 on revenues 
Of $1,052,657.00. 

45. Defendant Brownstein's aforesaid Report misleadingly 

orossly overstated the estimate of earnings per share of defendant ' 

3 I Co. for the fiscal year ended .h,„e 30, 1972, as a profit In the 
amount of‘$1.00+. 

4,-,. Defendant 3 I Co. sustained a loss of earnings of 
$2.42 per share for the fiscal year ended June 30, 1972. 

47. Defendant Brow,stein's aforesaid Report misleadingly 
and falsely stated the '"71 lyE Ratld'of 3 I Co. as "32.5x." 

4H. Defendant Brow..steln mailed, delivered and/or dis- 
trihuted copies of the aforesaid Report to other firms and/or 
individuals In the business and Investment community. 

49. Defendants Marine Midland and Dreyfus by their 
officers, employees, and/or agents mailed, delivered and/or 



distributed copies of the aforesaid Report to other Individuals' 

baoKs and/or broRera.e houses In the business and Investlent 
community. 

50. Sonetioe prior to defendants Brownstein's and Marine 
Midland's publishing of the aforesaid Report, defendant Nissan 
advised and "tipped" to other flrNs, broRerage houses and Individ¬ 
uals In the business and Investment community of the advent of said 

Report and the purchasina nt t 

P nasing of 3 I Co. common stock by defendant 

Marine Midland. 

51. Defendant Nissan's aforesaid advising and tipping 
others of the aforesaid Report and the purchasing by defendant 
•Marine Midland created a substantial increase in the marhet price 
of the securities of defendant 3 I Co. 

52. Defendant Brownstein's aforesaid Report when pub- 

lished and/or distributed created e 

tea created a further substantial increase 

in the market price of the securities of defendant 3 I Co. 

53. Defendants Marine Midland and Dreyfus, by their 
officers, , employees, and/or agents "leaked" and/or "tipped" to 
other Individuals, firms, banks and/or brokerage houses in the 
business and investment community of the purchases by defendant 
Marine Midland and Dreyfus of 3 I Co. common stock. 

54. At all times herein mentioned defendant Marine 
Midland and Dreyfus purchased and/or traded in defendant 3 I Co. 
common stock. 

55. Defendants Marine Midland'and Dreyfus benefited by 
their aforesaid leaking and tipping of their aforesaid purchasing 
of 3 1 Co. common stock and by their distribution, mailing and'/or 



delivering of the aforesaid Brownsteln Report. '®®* 

Defendants Walston and Nissan benefited frot. Nissan 
Itpplng of defendant Marine Midland's pnrchasing of 3 1 Co. coMNon 
stocR and the advent of the aforesaid Broensteln Report. 

=7. Defendant Gerald L. Brodsky (hereinafter referred 

to as ..Brodsky", at all tines herein Mentioned and until Deceeher 

20, 1971 »as the chief Officer and Director of the defendant 3 1 
Co. 

5». Defendant Brodsky at all tines herein nentioned 
and until Decenber 30, 1971 „as the najor stockholder in defendant 
3 I Co. and was referred in the aforesaid annual 3 1 Co. Reports 

to the Securities and Exchange ConNlssion as the "parent" of the 
defendant 3 I Co. 

39. Defendant Brownsteln was acquainted with defendant 
Brodsky prior to defendant Brownsteln's preparation of the afore- 
said Report concerning defendant 3 I Co. 

90. Defendant Brownsteln discussed the finances of 
defendant 3 1 Co. with defendant Brodsky prior to defendant Brown- 
stein's preparation of this aforesaid Report. 

the time of his aforesaid discussions with 
defendant Brodsky, defendant Brownsteln knew that defendant Brodsky 
was the ma or stockholder in defendant 3 r Co. 

92. Defendant Brow-stein advised defendant Brodsky 

that he was preparing the aforesaid Report concerning defendant 
3 I Co. 

93. Defendant Brownsteln's aforesaid Report contained 
untrue statements of material facts and omitted to state mater'lal 










facts necessary in order to ™ake the statements made in the light 

of the circumstances under ehich they mere made, not misleading. 

as to the financial terms of the defendant 3 I Co.'s purchase of 

the data hank license, the earnings per share of 3 I Co. for fiscal 

year ended iune 30, 1070, the grossly overstated and unfounded 

estimated revenues and earnings per share of 3 I Co. for fiscal 

year ended June 30, 1971 and the '71 P/E ratio of 3 I Co 
stock. 

*4. Defendant Brownsteln's aforesaid Report omitted the 
fact that defendant 3 X Co.'s chief officer and mafor stockholder 
, defendant Brodsky, mas annually converting large blocks of Common 
Stock, Class B into Common Stock, CJass A, and that defendant 
Brodsky was selling same to unsuspecting purchasers: 

"5. Defendant Nissan at all times herein mentioned pur¬ 
chased and sold the securities of def'endant 3 I Co. for his own 
account. 

-6. Defendant Nissan was a creditor of defendant 3 I 
Co. and defendant Nissan converted his loan into 50,000 shares of 
defendant 3 I Co. paying only two ($2.00) dollars per share there- 


57. Defendant Nissan at all times herein mentioned was 
acquainted with defendant Brodskv. 

Defendant Nissan at all times herein mentioned was 
acquainted with defendant Brownstein. 

69. Defendant Nissan obtained ard/or received a cop,- 
of the aforesaid Brownstein Report on defendant 3 I Co. 
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70. Defendant Nissan discussed the finances of defend¬ 
ant 3 I Co. with defendant Brownsteln prior to defendant Brown- 
Stein's preparation of this aforesaid Report. 

71. Defendant Brodsky discussed the finances of defend- 
ant 3 I Co. with defendant Brownsteln prior to Brownsteln's prep- 
aration of this aforesaid Report. 


72. 


Defendant Brodsky obtained and/or received a 


copy 


of the aforesaid Brownstein Report on defendant 3 I Co. 

73. Defendant Brodsky by letter dated June 23, 
wrote to defendant Brownstein advising him of errors in his 


1971 

afore¬ 


said Report. 


74. Defendant Brownstein prepared "Bulletins" in 
August, September and October, 1971 containing additional 3 I Co. 
corporate and financial information learned by Brownsteln after 
his preparation of the aforesaid Report. 

75. Defendant Brownstein never disclosed his receipt 
of defendant Brodsky's aforesaid letter in any of these Bulletins 
and despite Brodskis warnings of errors in his Report, he recom¬ 
mended continued buying of defendant 3 I Co. common stock. 

7o. Defendant Brodsk.i owned 1-54,475 shares of Common 
Stock Class B of defendant 3 I Co. on December 1, 1969. 

77. Defendant Brodsky held 3H.4-^ of voting power of 
defendant 3 I Co. on December 1, 1969. 

7B. The aforesaid Common,Stock, Class B, of defendant 
3 I Co., owned by defendant Brodsky was not available for sale on 


the "open market." 




'9. Defendant Brodsky at all times herein mentioned 
psrlodlcally converted large blocks of shares of the aforesaid 
Common Stock, Class B Into Common Stock, Class A. 

80. The aforesaid Common Stock, Class A, of defendant 

3 I Co. received by defendant 

y defendant Brodsky was sold by defendant Brodsky 

to unsuspecting purchasers. 

81. Defendant Brodsky owned 83,17S shares of aforesaid 

Common Stock B and 24,700 shares of aforesaid Common Stock A on 
October 15, 1971, 

82. Defendant Brodsky resigned as the Chairman of the 
Board of Directors of defendant 3 I Co. on December 20 , 1971 . 

83. As part of his terirination agreement with defendant 
3 I Co., defendant Brodsky gave 25,000 shares of 31 Co. Common 
Stock, Class A to defendant 3 I Co. 

84. As part of his termination agreement with defendant 
3 1 Co. defendant Brodsky gave 50,000 shares of Common Stock of 
Datapro Research Corporation to defendant 3 I Co. 

.85. Defendant Maurice Brodsky, (hereinafter referred 

to as ••Maurice") was the President of American Hlcromation Indus- 
tries, Inc, prior to October 13, 1971 

86 . Defendant Maurice was the brother of defendant 

Brodsky. 

87. Prior to October 13, 1971 , defendant Maurice was a 

Shareholder In the aforesaid Common Stock, Class A of defendant 
3 I Co. 


88 . 


Prior to October 13, 1971, defendant 


Maurice owned 




1 

warrants to purchase Common Stock Class A f h ^ 

ocK, <-iass A of defendant 3 I Co. 

to Octooer 13, 1971, defendant Maurice was 
a co-guarantor of a certain defendant 3 I Co. hank loan. 

90. Prior to October 13 lQ 7 i ^ 

1971, defendant 3 I Co. had 

purchased 29rij of the Canltai ^ 

axoresaid American Microma- 
tlon Industries, Inc. for the sum of $17,500.00. 

91. On October 13, ,971. defendant 3 I Co. purchased 

-e remalnlno 71 . of the Capital Stoch of the aforesaid American 

Micromation Industries Inc wi+h r 

nc. with Common Stock, Class A of defend¬ 
ant 3 I Co. valued at $605,000.00. 

92. In addition to the aforesaid Common Stock and as 
aforesaid purchase of the remaining ir^terest in the 
aforesaid American Micromation Industries. Inc., defendant 3 I Co. 
«sumed llahlUtv lor $105,600.00 In convertible debentures for 
wMch It issued 3 I Co. convertible d'ebentures In ecual eachanpe. 

93. Defendant Maurice at the time of the aforesaid pur- 

chase by defendant 3 I Co u 

Co., although cancelling some of his shares 

in American Micromation Industries Inc o-nn 

ries, inc., still owned 45,000 shares 

thereof. 

94. Defendant 3 I c„. paid the purchase price of 

4505,739.00 for the "Intanplble assets" of said American Microma- 
tion Industries, Inc. 

95. The aforesaid purchase of American Micromation 

Industries, Inc. »as worthless and defendant 3 I Co. within several 

nonths thereafter wrote off the aforesaid'cost of this purchase as ' 
a complete loss. 
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On June 30, 1971, defendant 3 I Co. agreed to pur¬ 
chase all of the assets of Information Company of America, I.C.A. 
and Information Corporation of America with Common Stock, Class A 
of defendant 3 I Co. valued at $3,053, ti57.00. 

97. The aforesaid purchase agreement was contingent 
upon the dissolution of a partnership known as Information Company 
of America, the Partnership and the purchase of the limited part¬ 
ners' interest in the Partnership in exchange for the Common Stock 
of Information Corporation of America. 

9d. Defendant 3 I Co. paid the purchase price of 
$2,960,904.00 for the "intangible assets" of Information Company 
of America. I.C.A. and Information.Corporation of America. 

99. Prior to June 30, 1971, and as part of the afore¬ 
said purchase negotiations, defendant 3 I Co. received auditor's 
certificates and financial statements concerning the earnings and 
financial condition of Information Company of America, I.C.A., 
Information Company of America, the Partnership and Information 
Corporation of America. 

100. The aforesaid financial statements and auditor's 
certificate dated June 21, 1971 stated Information Company of 
America, the Partnership had sustained losses from April 29, 1969, 
the date operations commenced, to date. 

101. The aforesaid auditor's certificate stated that a 
significant amount of the assets of Information Company of America, 
I.C.A. and Information Corporation of America were invested in 
Information Company of America, the Partnership. 


I 
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The aforesaid auditor's certificate and financial 
statements stated that at Decemher 31. idto, Information Company 
of America, the Partnership, carried an "asset", deferred develop¬ 
ment costs, at $60,411.00. which was equivalent to approximately 
40rc of its total assets. 

103. The aforesaid auditor's certificate and financial 
statements stated that at December 31, 1970 , the Information Com- 
• pany of America, T.C.A. carried an "asset", deferred development 

costs, at $12,500.00, Which was equivalent to approximately 13% 
its total assets. 

104. The aforesaid auditor's certificate stated that 
information Company of America, the Partnership was in need of addi- 
tional working capital for its operations. 

105. Information Corporation of America was incorporated 
on March 7, 1958 and had no operations since that date, other than 
niarketable securities. 

10.'., The balance sheet of Information Corporation of 
America on March 31, 1971 showed total assets of $3',,290.00 of 
which there were $25,000.00 In marketable securities and $10,000.00 
investment in Information Company of America, the Partnership. 

107. The balance sheet of Information Company of America, 

I.C.A.,' showed a Deficit in the amount of $50,043.00 on December 
31, 1970. 

108. The statements of operations of Information Company 
of America, the Partnership, stated a loss for the year 1970 in 

the amount $55,S18.00 and a loss for the year 1969 in the amount 
of $95,793.00. 
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109. Despite all the aforesaid negative information, 
including losses, deficits and inactivity, defendant 3 I Co. entered 
into the aforesaid purchase agreement of June 30, 1971. 

110. On June 30, 1971 defendants Arthur W. Elias, Marvin 
S. Riesenbach, Marvin Schiller and Irving H. Sher were each Offi¬ 
cers and/or Directors of either or both of Information Company of 
America, I.C.A. and Information Corporation of America. 

111. On June 30, 1971, aforesaid defendants Arthur W. 
Elias, Marvin S. Riesenbach, Marvin Schiller and Irving H. Sher 
were all shareholders of Information Company of America, I.C.A, 
and Information Corporation of America. 

112. On or about September 1, 1971, defendant Arthur W. 
Elias became President and Director of defendant 3 I Co., defendant 
Marvin S. Riesenbach became Vice President, Treasurer and a 
Director of defendant 3 I Co. and defendants Marvin Schiller and 
Irving H. Sher became Vice Presidents of defendant 3 I Co. 

113. The aforesaid purchases of Information Company of 
America, .I.C.A, and Information Corporation of America were worth¬ 
less and defendant 3 I Co. within several months thereafter wrote 
off the aforesaid cost of these purchases a complete loss. 

114. On September 19, 1969 defendant 3 I Co. entered 
into an agreement with defendants Medische Referatan (Excerpta 
Medica) N.V., Infonet (Excerpta Medica - Rescona) N.V, and Eltrac 
(infonet) N.V, for the "purchase** of a **data bank license.** 

115. The aforesaid agreement and thereafter under an 

f 

Amendatory Agreement dated January 14, 1971 included defendant Stich- 

) 

ting Excerpta Medica (Excerpta Medica Foundation) as a party thereto 
since Stichting Excerpta Medica (Excerpta Medica Foundation) 
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controlled the aforesaid three (3) defendant corporations. 

116. On September 19. 1969, defendant Stlchtlng E.cerpta 
Medina (Excerpta Medina Poundatlon) signed an A 9 reeaent.. 

»lth defendant 3 I Co., In effent Inde^nlf.lnp defendant 3 I Co. 

as to the performanne of Its aforesaid subsidiaries under the 
aforesaid "purchase” agreement. 

117. Defendants Medlsnhe Referatan (Exnerpta Medina) 

N.V. ,■ Infonet (Exnerpta Medina - Resnona) N.v. and Eltran (Infonet) 

. N.V. (hereinafter referred to as "Exnerpta Medina") at all tlees 
herein Mentioned «ere and still are Netherland norporatlons, doing 
business In the United States of AMerlna with the United States 
Rood and Drug AdMlnlstratlon and In- sale of EM publications. 

11«. Defendant Stlnhtlng Exnerpta Medina (Exnerpta 
Medina Foundation) (hereinafter also referred to as "Exnerpta 
Medina") at all times herein mentioned was a Netherlands corpor¬ 
ation doing business In the State of New York and New Jersey. 

119. Defendant Main I.afrantz and Co. (hereinafter re- 

ferred toi as "Lafrentz'M at an 

^ herein mentioned were and 

still are independent certified public accountants. 

120 . Defendant Lafrentr audited the financial records of 
defendant 3 I Co. for fiscal year ended June 30, 1970 . 

121 . Defendant Lafrentz examined the financial state¬ 
ments of defendant 3 I Co. for fiscal year ended June 30. 1970. 

122 The balance sheet of defendant 3 I Co. for fiscal 
year ended June 30. ,970 listed therein as an "asset", 'data bank ' 
licenses, at cost (Note 1 ) $l,02n, ,,06.00". stating 51,000,000.00 
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as the purchase cost of defendant Excerpta Medica's data bank 

license. 

123. This "asset”, i.e. data bank license, was equiva¬ 
lent to 62% of the entire assets of defendant 3 I Co. for fiscal 
year 1970. 


124. Aforesaid "Note 1" relating to the aforesaid data 
bank license was contained in "Notes to Consolidated Financial 
Statements" and stated, "In September, 19>9, the Company entered 
into an agreeme .t, subsequently amended in June, 1970, with Excerpta 
Medica Foundation, a foreign non-profit corporation, for the ex¬ 
clusive right within the United States to market information ser¬ 
vices from Excerpta's data bank of"biomedical information. The 
consideration for this right is $1,000,000, including 46,666 shares 
of Class A common stock issued in October, 1959, which the Company 
can be required to purchase at $15.00 per share in October, 1971, 
and 30,000 shares of Class A common stock to be issued on December 
1, 19'/0 which the Company can be required to purchase at $5.00 
per share in July, 1971. The shares to be issued on December 1, 

1970 have been reflected as outstanding in the accompanying finan¬ 
cial statements. At its option, the Company can extend this agree¬ 
ment starting July 1, 1971 and thereafter until 1984 by the payment 
of additional considerations. An amendment to this agreement af¬ 
fecting the extension of certain dates and changes in additional 
consideration is currently being negotiarted." 

125. The aforesaid balance sheet of defendant 3 I Co. 
for fiscal year ended June 30, 1970 stated therein that the "cost" 



of this purchase involved 
$842, 333.00. 
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"capital in excess of par value" of 

126. As part of their audit of the records of defendant 
3 I Co. and using generally accepted standard procedures, defend¬ 
ant Lafrentz was required to read the agreements concerning defend, 
ant 3 I Co.'s "purchase" of this data hank license. 

127. The aforesaid agreement of September 19, 1969 be¬ 
tween defendant Excerpta Medica and defendant 3 I Co. involved 
46,666 3 I Co. shares. 

128. Although the aforesaid agreement of September 19, 
1969 gave defendant Excerpla Medica the "right" to require defend- 

-ant 3 I Co. to "repurchase" these shares at $15.00 per share, the 
aforesaid Note 1 reflected the real intent of the parties, that 

defendant 3 I Co. "can he required to purchase at $15.00 per share 
in October, 1971. . 

129. These "shares" held by defendant Excerpta Medica 
were never repurchased hv defendant 3 I Co. and in the Report for 
fiscal 19/2 b.> defendant 3 I Co. filed with The Securities and 
Exchange Commission, these "shares" were characterized as "stock 
riciUts, previously granted to certain stockholders to require the 
Companv’ (3 I Co.) to repurchase 46,666 shares of its Class A com¬ 
mon stock (which) have terminated during the -.ear ended June 30, 
1972." 

130. Defendant Fred Von Eygen (hereinafter referred to 
as "Von Eugen") was involved in securing the aforesaid agreement 
between defendants Excerpta Medica and 3 I Co. and for his efforts 



defendant 3 I Co. agreed hy letter dated Septea.„er 19 , 1969 to 
pay Von E.gen the total a^oent of $300,000.00; l.e. $110,000.00 
»tth the agreement and $150,000.00 l,.o days thereafter. 

'31. The '•aggregate" consideration for the "purchase at 
cost" Of the data hanh license of $1,000,000.00 „as determined h„ 
defendant 3 I Co. as $300,000.00 for defendant Von E.gen plus 
46,666 3 I Co. shares for defendant Ercerpta Medica. ' 

132. Opon signing the aforesaid letter agreement with 
defendant Von E.gen, defendant 3 I Co. never reflected on its hal- 
ance sheet as a current lia;>iiity thereunder of $110,000.00. 

133. Defendant 3 1 Co. never paid the balance of 
$150,000.00 "due" to defendant Vnn p 

iigen or on about April 27,1970 

134. This "-.alance due to Von Evgen" of $150,000.00 was 

, Changed into 30,000 shares of 3 I Tr. »= r- 

res or j I Co. s Common Stock, Class A for 

defendant Von Eucen by a second lot + or- a 

y second letter anreement dated June 15,1970, 

which provided for the issuance of these shares r>n n 

e snares on Decern >er 1,19'70, 

135. The aforesaid 30,000 shares were not issued to 
defendant Von Eugen prior to December 1, ig-'o. 

_ 136. The alance sheet of defendant 3 I Co. for fiscal 

year er, ,ed June 30, 1970 incorrectl understated the current li- ■ 
a'.illty of defendant 3 I Co. '.y one hundred fifty tho..sand 
($1^0,000.00) dollars. 

137. The balance sheet of defendant 3 I Co. for fiscal 
'■ear ended June 30, 1970 and "Mote i" t; Consolidated Financial 
Statements incorrectly and misleading!., stated that "stock issued" 
for the data bank license was in the amount of $7,6 ,7.00 of Com' 
mon Stock, Class A and in the amo- nt of $142,333,00 of Capital in 





excess of par value. 
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WX Although this said second letter agreement gave 

defendant Von Eugen the ..right', to require defendant 3 X Co to 

■■repurchase., these 30,000 shares at ,3.00 per share, the aforesaid 

-re X once again reflected the real Intent of the parties, that 
defendant 3 I Cr» ''rntira p. 

e required to repurchase 30,000 shares of 

Class A common stock *' 

• • • • 

139. These "shares" held hv Vrtm n 

by Von El,gen were never repur¬ 
chased by defendant 3 I Co and in n 

. and in the Report for fiscal 1972 of 

defendant 3 X Co. filed „lth Xhe Securities and S.cha-ge Co^nlsslon. . 

ese shares were characterized as '^stpck rightj" wherein defen- 

dant 3 X Co. "has entered Into an agreement „lth a stocKholder to 

issue 7,500 shares of its Clacic a n 

Its Class A common stock in exchange for 

cancellation of that stockholder's rights to ™ • 

rignts to require the Company 

(3 X Co.) to repurchase or register 30,000 shares." 

140. The total consideration for the acquisition by 

endant 3 I Co. of the aforesaid data hank license was $150,000.00 
plus 7,500 shares. 

141. There was never purchase "at cost" by defendant 

3 I Cb. of Excerpta Medlca's data hank license for $1,000,000.00. 

142. Defendant hafrenta Issued Its Certificate (Report) 
otes to Consolidated Financial Statements of defendant 3 

I Co. for fiscal ,.Gar ended June 30, 1970. 

143. H^l'endant I-af rents, aforesaid Certificate (Report) 

and its Notes to Consolidated Financial c;-.-* 

inancial Statements were contained 

in defendant 3 I Co.'s Annual Report for fiscal .^.a. 

K At if)r riscai i/ear ended .fune 3Q 

1970. 
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144. Defendant Lafrentz' aforesaid Certificate (Report) 
and its Notes to Consolidated Financial Statements were contained 
in defendant 3 I Co.'s Form 10 K for fiscal year ended June 30, 

1970 filed with Securities and Exchange Commission. 

145. Defendant Lafrentz in its aforesaid Certificate 
(Report) and its aforesaid Notes misleadingly omitted the material 
facts concerning the aforesaid letter agreements between defendants 
Von Eugen and 3 I Co. 

146. Defendant Lafrentz in this aforesaid Certificate 
(Report) and its aforesaid Notes misleadingly omitted the material 
facts that defendant 3 I Co. had failed to pay defendant Von Eugen 
the second payment of $150,000.00.*- 

147. Defendant Lafrentz in its Certificate (Report) and 
aforesaid Notes misrepresented material facts and misleadingly 
omitted material facts concerlng the purchase "at cost" of the data 
hank license and defendant Lafrentz misleadingly failed to disclose 
the ma jor misstatements and omissions of material facts on the 
financial statements of 3 I Co. 

140. Defendant Lafrentz in its Certificate (Report) and 
its aforesaid Notes misleadingly failed to disclose the fact that 
the current liabilities on the defendant 3 I Co. balance sheet as 
of June 30, 1970 was incorrectly understated y one hundred fifty 
thfjusand ($150,000.00) dollars. 

149. Defendant Lafrentz in i,ts Certificate (Report) and 
its aforesaid Notes misleadingly omitted material facts and mis¬ 
leadingly failed to disclose the fact that the financial statements 
of defendant 3 I Co. as of June 30, 1970 incorrectly and mislead- 
innly recorded a total of eight hundred fifty thousand ($850,000.00) 
'lollars common stock. Class A and capital in excess of par value 
1(1 connection "'ith agreement wiih Exrerpta Medica I'o ' ’dation. 




150. Defendant Lafrentz permitted defendant 3 I Co. to*** 
materially inhance its -alance sheet assets using legended stock 

in effect stock rights, as the purchase of an "asset at cost". 

151. Defendant Excerpta Wedica never received any money 
under the terms of its aforesaid agreement with defendant 3 I Co. 

152. Defendant Excerpta Hedica never required defendant 
3 I Co. to repurchase the 4-), 666 shares. 

153. Defendant Excerpta Mcdica accordingly has received 
no consideration from defendant 3 I Co. for its data hank license. 

154. Defendant Von E.ge.i's total consideration from 
defendant 3 I Co. for his services in connection with the data 

.bank license was $150,000.00 and 7,500 shares of 3 I Co. Common 
Stock, Class A. 

155. The aforesaid data bank license was worthless to 
defendant 3 I Co. and in fiscal 1972,* defendant 3 I Co. wrote off 
the $1,000,000.00 "cost" as a complete loss. 

156. Defendant Peter Warren (hereinafter referred to as 
"Warren") at all times herein mentioned was an employee and a Di¬ 
rector of defendant Excerpta Medica. 

157. Defendant Warren was designated by defendant Ex¬ 
cerpta Medica as its attorney-in-fact and agent under the afore-' 
said agreemeiit of September 19 , 1969. 

158. Defendant Warre was a Director of defendant 3 I Co. 

. 159. Pursuant to an Agreement and Plan of Reorganization 

dated April 25, 19n9 a .d Amendment thereto on Octoher 21, 1969 be- 
teeen defendant 3 I Co., Scie-tific Literature Corporation. Scien¬ 
tific Literature Consultants. I-c. and defendants S. Kim Kess'ler 
and Geraldine Kessler (hereinafter together referred to as "Kessler") 
Scientific Literature Consultants. Ic. was merged into Scientific 





Literature Corporation, a subsidiary of defendant 3 I Co. ---- 

160. Pursuant to the aforesaid Agreement, 32,000 shares 
of defendant 3 I Co.'s Common Stock, Class A were Issued to share¬ 
holders of Scientific Literature Consultants, Inc. and an addition 
' al 12.800 shares were held In an escrow fund pending Scientific 
Literature Corporation's achieving certain earnings during the 

period of Its operations from date of the.merger through June 
30, 1971. 

161. The aforesaid agreement also provided that the 

• Shareholders of Scientific Literature Consultants. Inc. might be¬ 
come entitled to receive up to 44.800 additional shares of 3 I Co. 
stock dependent upon Scientific Literature Corporation's earning 
record during the aforesaid period. 

162. Defendants Kessler owned a substantial amount of 
shares in Scientific Literature Consultants, Inc. 

163. After the aforesaid agreement defendant's Kessler 

were employed by defendant 3 I Co. to manage Scientific Literature 
Corporation. 

164. For the year ended June 30, 1970, Scientific Lit¬ 
erature Corporation sustained a net earnings loss. 

165. Despite f'e aforesaid loss of earnings by Scienti¬ 
fic Literature Corporation for t’:e year ended June 30, 1970 and 
with the aforesaid provisions of the aforesaid Agreement as to the 
earnings of Scientific Literature Corporation to June 30, 1971 , 
defendant 3 I Co. entered into a ’’Second*Amendment'', dated Novem- • 
ber 2, 1970, whereby the earnings paragraph of the original Agree¬ 
ment was declared null and void and the additional 44,800 shares 





of 3 I Cc. stock issued to the shareholders of Scientific^'’"* 

Literature Consultants, Inc. 

166. Defendant I.afrentr in its aforesaid Certificate 

(Report) and its aforesaid Notes ooitted the fact that Scientific 

Literature Corporation had sustained a net earnings loss for the 
year ended June 30, 1970. 

167. Defendant 3 1 Co. has never filed a report with 
The Securities a.nd Exchange Coimnission that the earnings of Scien¬ 
tific Literature Corporation during the period of its operations 
froD the date of the nerger through dune 30, igfi .as profitable, 
in support of its "Second Amendment." 

168. Plaintiff did not learn the untruths, omissions 
and/or aforesaid actions of the aforesaid defendants until after 
defendant 3 1 Co. filed its annual 10 K Report for it, fiscal ,e.r 
ended June 30, 1972. In this Report, defendant 3 I Co. wrote off 
its worthless acquisitions, as aforesaid; American Mlcromation 
Industries, Inc., Information Company of America, I.C.A., Infor¬ 
mation Corporation of America a.nd the data bank license. These 
write offs in fiscal year ended June 30, 1972 as "charged extra¬ 
ordinary items" totalled $4,303,340.00. Furthermore defendant 3 
I Co. disclosed the nature of defendant Nissan's "insider" involve¬ 
ment as a 3 I Co. creditor and purchaser of a large block of 3 I 
Co. stock at a minimal cost. Plaintiff also became aware of the 
omissions and untruths In defe-dant Brownsteln's aforesaid Report 
In the light of defendant 3 I Co.'s aforesaid annual 10 K Report. ■ 
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169. That at all times hereinbefore mentioned and as to 
all facts hereinbefore alleged, and in violation of The Securities * 
Act of 1933, The Securities Exchange Act of 1934, the Rules and 
Regulations of The Securities and Exchange Commission promulgated 
thereunder, the laws of the State of New York and common law prin¬ 
ciples, the defendants 3 I Co., B.odsky, Excerpta Medica, Von Eugen 
and Warren participated singly, acted in concert and/or in further¬ 
ance of their common fraudulent combination employed the scheme of 
a purchase agreement for the data bank license to defraud plaintiff 
and the class; aforesaid defendants participated singly, acted in 
concert and/or in furtherance of their common fraudulent combin¬ 
ation engaged in a course of business relating to said data bank 
license which operated as a fraud on plaintiff and the class; 
aforesaid defendants with the knowledge, assistance and connivance 
of each other did engage in the aforesaid purchase agreement of the 
data bank license scheme and conspiracy and/or act, practice or 
course of business and the material misrepresentations, omissions 
and untruths thereof, to willfully, directlv or indirectly, de¬ 
fraud plaintiff and the class b</ affecting the value of the 3 1.'. 
Co. Common Stock and thus affecting the purchase and sale of 3 I 
Co. Common Stock and Iv., so doing caused plaintiff and the class to 
purchase said 3 I Co. Common Stock without knowledge of the facts 
hereinbefore alleged; aforesaid defendants falsely stated consid¬ 
eration for this data bank license purchase; aforesaid defendants 
caused the balance sheet of defendant 3 I Co. to be grossly • 





inflated and 


exaggerated both as to 
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-- assets and capital, so as to 

mislead plaintiff and the class; defendants 3 I Co., Brodsky, 
Excerpta Hedlca and Warren falsely and/or olsleadlngly specified 
as the consideration for the data hank license purchase agreement 
46,606 3 I Co. shares, whereas their Intention was to issue 46,666 
stock rights Which rights they further Intended never to use; de¬ 
fendants 3 I Co.. Brodsky and Von Eugen falsely and/or misleadingly 
specified as the consideration for Von Eugen’s services in connec¬ 
tion with the aforesaid purchase agreement 30,0.):) 3 I Co. shares, 
whereas their intention was to issue 30,000 stock rights which 
rights they never fully intended to use; aforesaid defendants 3 I 
■Co., Brodsky. Excerpta Medica, Von.Eugen and Warren participated 
singly, acted in concert ind/or in furtherance of their common 
fraudulent comhinatlon made false and misleading statements of 
material facts and omitted to state material facts which were 
necessary to ho made in order to make such statements not mis¬ 
leading; aforesaid defendants participated singly, acted in concert 
and'or in furtherance of the common fraudulent action used this 
worthless data hank license so as to defraud, deceive and/or mis¬ 
lead- plaintiff and the class; said defendants Excerpta Medica. Von 
Eugen and Warren aided and a),etted defendants 3 T Co. and Brodsky 
by nondisclosure and silence and inaction as to the aforesaid mis¬ 
representations and omissions of material facts made by defendants 
3 I Co. and Brodsky and ,y the aforesaid misrepresentations and 
omissions of material facts made by defendants Excerpta Medica, 

Von Eugen and Warren so as to mislead plaintiff and the class; 








defendant. Excerpt, Medic, Von Eugen and Warren Wne» or should'”* 
-eve Kno.n of defendant, 3 X Co. and BrodshV, aforesaid action, 
to defraud, deceive and/or Mislead plaintiff and the class. 

lV-0. As the result of the aforesaid actions of the 

eforesaid defendants, the cooMon stock of defendant 3 1 Co. was 

caused to have a substantial artificial • 

arxiricial price increase, whereas 

said common stock was and still is worth! 

IS worthless and at present is 

quoted at less than fifty ($ . 50 ) p„ 

1-1. As the result of the aforesaid actions of the 
eforesaid defendants, plaintiff and the class were induced to pur- 
Chase the Common Stock, Class A of defendant 3 I Co. without know- 
. ledge of the facts hereinbefore alleged. 

1--2. Plaintiff and the class sustained suostantlal los- 
ees as the result of the foregoin, in the anount of $15,000,000.00. 

CgjNT IT 

113. That at all tines hereinbefore mentioned and as to 

all facts hereinbefore alleged, and in violation of The Securities 

Act Of 1V33, The Securities Exchange Act of 1,34. the Pules and 

Regirlations of The Securities and Fxchanno r • • 

-xchange Commission promulgated 

thereunder, the laws of the State of New York and . 

jtiew lorK and common law prin- 

dples, the defendants 3 I Co. , Brodsky and Kessler participated 
einqly. acted in co.-cert and/or in furtherance of their common 
fraudulent combination employed a scheme to enter into the afore¬ 
said -second Amendment" to their Aoreement so to defraud plaintiff . 
snd the Class; aforesaid defendants participated singly, acted in 
concert and/or in furtherance of their common fraudulent comn'lnatlon 






208a 

. engaged in a course of business relating to this "Second Amendoent" 
»hich operated as a fraud on plaintiff and the class; aforesaid 
defendants »ith the knowledge, assistance and connivance of each 
• other did engage in the aforesaid "Second Amendment" to their 
Agreement scheme and conspiracy and/or act, practice or course of 
business and the material misrepresentations, omissions and un¬ 
truths thereof, to willfully, directly and indirectly, defraud 
plaintiff and the class hy affecting the value of the 3 I Co. Com¬ 
mon Stock and thus affecting the purchase and sale of 3 1 Co. Com- 
mon Stock and by so doing caused plaintiff and the class to purchase 
,aaid 3 1 Co. Common Stock without knowledge of the facts herein¬ 
before alleged; despite the loss for the Scientific Literature 
Corporation for fiscal -ear 1970 aforesaid defendants entered into 
"Second Amendment" in order to defraud, deceive and/or mislead 
plaintiff and the class; and aforesaid defendants participated 
singly, acted in concert and/or in furtherance of their common 
fraudulent combination made false and misleading statements of 
material facts and omitted to state material facts which were 
necessary to be made in order not to make such statements mis- 
leading to plaintiff and the class. 

1V4. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 I Co. was 
caused to have a substantial artificial price increase, whereas 
said common stock was and still is worthless and at present is 
quoted at less than fiftv ($ .50) per share. 
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As the result of the aforesaid actions of the 
aforesaid defendants, plaintiff end the class «ere Induced to pur¬ 
chase the Conmon Stock, Class A of defendant 3 1 Co. eithout know- 
ledge of the facts hereinbefore alleged. 

176. Plaintiff and the class sustained substantial los- 
the result of the foregoing in the amount of $15,000,000,00. 

CgjNT J.J.I 

177. That at all times hereinbefore mentioned and as to 
all facts hereinbefore alleged, and in violation of The Securities 
Act of 1933, The Securites Exchange Act of 1934, the Rules and 

•Regulations of The Securities aud Exchange Commission promulgated 
thereunder, the laws of the State of New York and common law prin¬ 
ciples, the Certificate (Report) and the aforesaid Notes of the 
defendant Lafrentz misrepresented material facts and misleadingly 
omitted material facts concerning the purchase "at cost" of the 
data bank license and defendant Lafrentz in its Certificate (Report) 
and its aforesaid Notes misl^idingly failed to disclose the major 
misstatements and omissions of material facts on the financial 
statements of 3 I Co.; defendant Lafrentz in its aforesaid Certif¬ 
icate (Report) and its aforesaid Notes misleadingly omitted the 
material facts concerning the aforesaid letter agreements between 
defendants Von Eugen and 3 I Co.; defendant Lafrentz in its afore- | 

said Certificate (Report) and its aforesaid Notes misleadingly o- ' 

mitted the material fact that defendant I Co. had failed to pay ' 
defendant Von Eugen the aforesaid second payment of $150,000.00; ' 







defendant Lafrentz in its + , 21 

Its Certifxcsts (Report) s„d Its sforesald 

Notes misleadingly failed to disclose the fact that 

*-iie xact that current lia- 

billties on the defendant 3 1 Co. balance sheet as of dune 30,l,fo 
was rncorrectly understated hy one hundred fifty thousand 
(Sr50,000.00) dollars; defendant Lafrenta in its Certificate (Re¬ 
port) and i« aforesaid Notes misleadingly omitted material facts 

3nd nilsleadinglV failpH i 

failed to disclose the fact that the financial 

statements of defendant 3 I Co. as of .,„„e 30 1070 t ’ 

JU, 1970 incorrectly 

and misleadingly recorded a total nf o-? i, 

hundred fifty thousand 

(«350.000.00) dollars, common stocR, Class A and capital in excess 
P value, in connection with agreement with Excerpta Medica 
.roundation; defendant iafrenta failed to disclose in its Certifi- 
cate (Report) and its aforesaid Notes the fact that. Scientific tit- 
, erature Corporation had sustained a loss of earnings for fiscal 

applica .le to the aforesaid "Second Amendment" between 

defendant 3 1 Co., BrodsRy and Kessler; defendant hafrenta in its 

Certificate (Report) and its aforesaid Notes made misrepresentations 

oi material facts and omitted to state material facts necessary i„ 

■ order to maRe the statements made, in the light of the statements 

under mhich they mere ..de, not misleading, and in so doing de- 

fendant Lafrentz affected the value of the 3 I Co r 

ne j i Co. common stock, 

thus affecting the purchase and sale of 3 i Co p 

or j 1 Co. common stock and 

Py so doing caused plai-tiff a-d the class to purchase said 3 I 
Co. common stocR without Knowledge of the facts hereinbefore al- 
ledged; defe dant ..afrentz aided and a .eVted the omissions of 
-terial facts and the .non-disclosures of material facts of defen¬ 
dant 3 I Co.. Prodsky. Excerpta Medica, Vo., Eugen and Warren as 
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. to the aforesaid purchase agreement of the data bank license in 

il 

order to defraud, deceive and/or mislead plaintiff and the class; 
defendant Lafrentz aided and a etted the misrepresentations of 
_ facts of defendants 3 I Co. , Brodsky, Excerpta Medica, 

; Von Eugen and Warren as to the aforesaid purchase agreement in 
order to defraud, deceive and/or mislead plaintiff and the class; 
defendant Lafrentz aided and abett#>d the omissions of material 
facts and the non-disclosures of material facts of defendants 3 I 
Co., Brodsky and Kessler as to the aforesaid "Second Amendment" in 
, order to defraud, decieve and/or mislead plaintiff and the class; 
defendant Lafrentz aided and abetted the misrepresentations of 
material facts of defendants 3 I Co., Brodsky and Kessler as to 
. the aforesaid "Second Amendment" in‘order to defraud, deceive and/ 
i^islead plaintiff and the class; defendant Lafrentz knew or 
should have known of the misrepresentations of material facts and 
omissions and non-disclosures of material facts of defendants 3 I 
Co., Brodsky, Excerpta Medica, Von Eugen and Warren as to the afore¬ 
said data bank purchase agreement; and defendant Lafrentz knew or 
should have known of the misrepresentations of material facts and 
omissions and non-disclosures of material facts of defendants 3 I 
Co., Brodsky and Kessler as to their "Second Amendment" to their 
original Agreement. 

173. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 7 Co. was 
caused to have a substantial artificial price increase, whereas 
said common stock was and still is worthless and at present is 

r 

quoted at less than fifty ($ .50) per share. 




1-9. A, the result of the aforesaid actions of the 

aforesaid defendant, plaintiff and i 

P intiff and the class were induced to pur¬ 
chase the Common Stock Class: ^ ^ j 

CK, Class A of defendant 3 I Co. eithout kno»- 

ledge of the facts hereinbefore alleged. 

1«0. Plaintiff and the class sustained substantial los¬ 
ses as the result of the foregoing in the anount of $15,000,000.00. 

COUNT IV 

181. That at all times hereinbefore mentioned a»I as to 
. all facts herein, efore alleged, and in violation of Securities Act 
j, , curities Exchange Act of 1934, the Rules and Regulations 

;'of the Securities and Exchange Commission promulgated thereunder, 
the vState of New York and common law principles, de- 
fendants 3 I Co., Rrodskv and Maurice participated singly, acted 
, In concert and/or in furtherance of ;heir common fraudulent com. i„- 
. ation employed a scheme to purchase the remaining interest in Amer- 
lean Micromation Industries, Inc. so as to defraud plaintiff and 
the Class; aforesaid defendants participated singly, acted in con¬ 
cert and 'or in furtherance of their common fraudulent combination 
engaged in a course of ' usiness in purchasing the remaining inter¬ 
est in America, Micromation Industries, Inc. which operated as a 
fraud on plai.^tiff and the class: aforesaid defendants with the 
knowledge, assistance a d connivance of each other did engage in 
the purchase of the worthless remaining .interest in American Mi¬ 
cromation I.,d..s,ries, T.c. scheme and conspiracy ard/or act, prac- ■ 
course of .usiness and the material misrepresentations, 
omissions and untruths thereof, to willfully, directly and Indlr- 
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ectly, defraud plaintiff and the class by affecting the value of 
1 the 3 I Co. Common Stock and thus affecting the purchase and sale 
of 3 I Co. Common Stock and hy so doing caused plaintiff and the 

t 

class to purchase said 3 I Co. Common Stock without knowledge of 
the facts hereinbefore alleged; despite the fact that aforesaid 
defendants knew that the purchase price of the aforesaid remaining 
interest was grossly disproportionate to the original purchase of 
an interest therein, aforesaid defendants consummated the purchase 
in order to defraud, deceive and/or mislead plaintiff and the class; 
aforesaid defendants failed to act at ’’arms-length” for the pur¬ 
chase negotiations in order to defraud, deceive and/or mislead 
^)laintiff and the class; aforesiad defendants participated Singly, 
acted in concert and/or in furtherance of their commo fraudulent 
combination made false and misleading statements of material facts 
and omitted to state material facts which were necessary to he made 
in order not to make such statements misleading to plaintiff and 
the class; aforesaid defendants participated singly, acted in con¬ 
cert and/or in furtherance of their common fraudulent combination 
purchased this worthless remaining interest in aforesaid American 
Micromation Industries, Inc. so as to defraud, deceive and/or mis¬ 
lead plaintiff and the class. 

Id2. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 I Co. was 
caused to have a substantial artificial price increase, whereas 
said common stock was and still is worthless and at present is 
quoted at less than fifty ($ .50) per share. 






183. As the result of the aforesaid actions of the 
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aforesaid defendants, plaintiff and the class were induced to pur¬ 
chase the Common Stock, Class A of defendant 3 I Co. 

1'4. Plaintiff and the class sustained substantial los- 
as the result of the foregoing in the amount of $15, OCX), 000.00. 


COUNT V 


1V5. That at all times herein iefore mentioned and as to 
all facts hereinhefore alleged, and in violation of The Securities 
' Act of 1933, The Securities Exchange Act of 1934, the Rules and 
Regulations of The Securities and Exchange Commission promulgated 
•thereunder, the laws of the State of New York and common law prin¬ 
ciples, the defendants 3 I Co., Brodsky, Arthur W. Elias, Marvin 
S. Riesenbach, Marvin Schiller and Irving H. Sher participated 
singly, acted in concert and or in f.'rtherance of their common 
fraudulent com .ination employed a scheme to purchase the assets of 
Information Company of America. I.C.A. and Information Corporation 
of America so as to defraud plaintiff and the class; aforesaid de¬ 
fendants participated singly, acted in concert and/or in further- 
ance.of their common fraudulent com -.ination engaged in a course 
of business in purchasing the assets of these aforesaid corporations 
which operated as a fraud on plaintiff and the class; aforesaid 
defendants with the knowledge, assistance and connivance of each 
othtr did engage in the aforesaid purchase of the worthless assets 
of these aforesaid corporations scheme and conspiracy and/or act, 
practice or course of ..usiness and the material misrepresentations, 
omissions and untruths thereof, to willfully, directly and Indlr- 


i 
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ectly, defraud plaintiff and the class by affecting the value of 
the 3 I Co. Common Stock and thus affecting the purchase and sale 
of 3 I Co. Common Stock and by so doing caused plaintiff and the 
class to purchase said 3 I Co. Common Stock without knowledge of 
the facts hereinbefore alleged; despite the fact that these defen¬ 
dants knew that one of these corporations was inactive and that the 
other corporation was in deficit, aforesaid defendants consummated 
this purchase in order to defraud, deceive and/or mislead plain¬ 
tiff and the class; aforesaid defendants failed to act at "arms- 
length'* for the purchase negotiations in order to defraud, deceive 
and/or mislead plaintiff and the class; aforesaid defendants parti- 
••cipated singly, acted in concert and/or in furtherance of the 
common fraudulent combination made false and mislea^ding statements 
of material facts and omitted to state material facts which were 
necessary to be made in order not to*make such statements mislead¬ 
ing to plaintiff and the class; aforesaid defendants participated 
singly, acted in concert and/or in furtherance of the common 
fraudulent combination purchasing these worthless assets of these 
aforesaid worthless corporations so as to defraud, deceive and/or 
mislead plaintiff and the class. 

136. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 I Co. was 
caused to have a substantial artificial price increase, whereas 

said common stock was and still is worthless and at present is 

* • 

quoted at less than fifty ($ .50) per share. 

lib’. As the result of the aforesaid actions of the 
aforesaid defendants, plaintiff aiid the class were induced to pur- 



jchase the Common Stock, Class A of 
■ 18R. Plaintiff and the 
ses as the result of the foregoing 

COUNT VI 
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defendant 3 I Co. 

class sustained substantial los- 

in the amount of $15,000,000.00. 


189. That at all times hereinbefore mentioned and as to 
fects hereinbefore alleged, and in violation of The Securities 
Act of 1933, The Securities Exchange Act of 1934, the Rules and 
Regulations of The Securities and Exchange Commission promulgated 
thereunder, the laws of the State of New York and common law prin- 

iCiples, the defendants Nissan and Walston employed schemes and/or 

0 

artifices to defraud plaintiff and the class; defendant Nissan par¬ 
ticipated singly, acted in concert and/or in furtherance of various 

'fraudulent combinations with defendants Brownstein, 3 I Co. and 

# 

^Brodsky, employed schemes and/or artifices to defraud plaintiff and 
the class; defendants Nissan and Walston engaged in acts, practices 
and/or a course of business which operated as a fraud on plaintiff 
and the class; defendant Nissan participated singly, acted in con¬ 
cert and/or in furtherance of various combinations with defendants 
BrownStein, 3 I Co. and Brodsky, engaged in acts, practices and/or ‘ 

I 

a course of business which operated as a fraud on plaintiff and the 
class; defendant Nissan in furtherance of the various fraudulent 
combinations into which these aforesaid defendants had entered with 
intent to deceive and or defraud plaintiff and the class discussed 
•the finances of defendant 3 I Co. with defendant Brownstein and 
recommended the financial prospects of defendant 3 I Co. to defen¬ 
dant Brownstein prior to his preparation of a Report on defendant 




3 1 Co. ond advised and "tipped" to other firos, brokerage house!''' 
and individuals in the business and investment community of the ad¬ 
vent of said Report; defendant Nissan in furtherance of the various 
fraudulent combinations into mhicb all these aforesaid defendants 
had entered did engage in a scheme and conspriacy and/or act, prac 
,tice or course of business and the material misrepresentations, 
omissions and untruths thereof, to .illfully, directly and indirec- 
,tly, defraud plaintiff and the class by affecting the value of the 
•3 I Co, Common Stock and by so doing caused plaintiff and the class 
to purchase said 3 I Co. Common Stock without knowledge of the 
^facts hereinbefore alleged; defendants Nissan and Walston were in 
,a collusive position as to defendant 3 I Co. since defendant Nissan 
was a Shareholder and creditor thereof and was employed as a broker 
by defendant Walston, a dealer and "market-maker" in defendant 
;3 I Co,-s securities; defendants Nlsssm and Walston in their rela- 
I'tlonships with these aforesaid defendants were insiders with 
private access to 3 I Co.; defendants Nissan and Walston traded 
and dealt,in the securities of 3 I Co. for their own profit and 
benefit while possessing, utilising and "tipping" insider Information; 
■defendant Nissan participated singly, acted in concert and/or in 
furtherance of the various fraudulent combinations with defendants 
Brownstein, 3 I Co. and Brodsky made false and/or misleading state¬ 
ments of material facts and omitted to state material facts which 
were necessary to be made in order not to make such statements mis¬ 
leading to plaintiff and the class; defenLnt Nissan knew that his . 
statements as to the finances of defendant 3 I Co. were untrue and 
that his evaluations of 3 I Co.’c then present financial condition 


1 




■ana business operations .ere Incorrect a„a his estimates ol lutn'rl 
earnlnps and prospects „ere grosslv overstated and ..nfonnded so a, 
to defrand, deceive and/or mislead plaintiff and the class; the de- 
alston failed to exercise reasonable supervision over 
:defendant Nissan to prevent all the aforesaid; defendant Walston 
permitted defendant Nissan to control a ma :or portion of trading 3 
I Co. securities; defendant Walston permitted defendant Nissan to 
be in a collusion position In permitting defendant Nissan to act as 
a broker in 3 I Co. securities while he was a shareholder and cred¬ 
itor of 3 I Co.; defendant Walston ov its silence and inaction 

permitted defendant Nissan to defraud, deceive and/or mislead plain- 
and the class. 

the result of the aforesaid actions of the afore 
said defendants, the common stock of defendant 3 I Co. was caused 
to have a substantial artificial price increase, whereas said corn- 

stock was and still is worthless and at present is quoted at 
less than fift. ($ . 50 ) per share. 

•191. As the result of the sforeseld actions of the afore¬ 
said defendants, plaintiff and the Cass were Induced to purchase 
the Common Stock, Class A of defendant 3 I Co. 

192. Plaintiff and the class sustained su.istantial los- 
result of the foregoing in the amount of $15,000,000.00. 

. COUNT VII 

193. That at all times herein .efore mentioned and as to' 
.11 facts herein efore alleged, and in violation of The Securities 


1 
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Act of 1933, The Securities Exchange Act of 1934, the Rules and 
■Regulations of The Securities and Exchange Commission promulgated 
thereunder, the laws of the State of New York and common law prin¬ 
ciples, the defendant Brownstein emplo'ed a scheme to defraud 
plaintiff and the class; defendant Brownstein participated singly, 
acted in concert and/or in furtherance of various fraudulent com¬ 
binations with defendants Nissan and Brodsky employed a scheme to 
defraud plaintiff and the class; defendant Brownstein engaged in 

I • 

•the act of preparing a Report of defendant 3 I Co. which operated as 
a fraud on plaintiff and the class; defendant Brownstein participated 
.singly, acted in concert and/or in furtherance of various fraudulent 
combinations with defendants Nissan and Brodsky engaged in the act 
of preparing a Report on defendant 3 I Co. which operated as a 
fraud on plaintiff and the class; defendant Brownstein in further- 
.’ance of the various combinations into 'which these aforesaid defen¬ 
dants had entered with intent to deceive and defraud plaintiff and 
the class prior to his preparation of his aforesaid Report on 
defendant 3 I Co. discssed the finances of said defendant 3 I Co. 
with defendant Nissan and Brodsk;' aiid informed these defendants 
that he was preparing the aforesaid Report; defendant Brownstein in 
.discussing with defendant Nissan the finances of 3 I Co. and in 
advising defendant Nissan of the advent of his aforesaid Report did 
so with the knowledge that defendant Nissan owned securities of 
|^®'^®r)dant 3 I Co. and that defendant Nissan was a registered repre- 
'sentative employed by defendant Walston, a' dealer and "market- 
maker” in the securities of 3 I Co,; defendant Brownstein in 




*avl.i„, H.O.SK,, O. ... ,,, 

aid so wit. ..e .„o«leaoe ..s. ae.snaan. B.ods.v »as ..e ™a,or 

■Stockholder and chief officer anH 

icer and director of 3 I Co.; defendant 

•Bro„nsteln participated si„,i,, acted in concert and/or in further 
ance Of the various fraudulent combinations with defendant 3 I Co 
Nissan and BrodsKy prepared the aforesaid Report on defendant 3 I 
CO. Which Report contained fatse and/or misleading statements of 
-terial facts and omitted to state material facts which were nec- 

ossarv to be made in order not to mahe such statements misleading 

'■to plaintiff and the cIacc* j 

Class, defendants Brownsteln, Marine Midland 

and Dreyfus in furtherance of the various fraudulent comhlnations 

;tnto Which an these aforesaid defendants had entered did en^aoe in 

,a scheme and conspiracy and/or act. practice or course of business 

^and the material misrepresentations, omissions and untruths thereof, 

;to willfully, directly and Indirectly, defraud plaintiff and the 

Class by affecting the value of the 3 I Co Ton. c 

ji xne j I Co. Common Stock and by so 

doin, caused plaintiff and the class to purchase said 3 1 Common 
jStocK without knowledge of the facts hereinbefore alleged, defen¬ 
dant Brownsteln aided and abetted the fraudulent schemes and acts, 
practices and course of business of defendants Nissan, Walston, 3 
■l Co, and Brodsky, defendant Brownsteln knew that his aforesaid 
Report contained Inflated reports, untrue material statements, incor- 
,rect statements and evaluations of defendant 3 I Co.'s present 
financial condition and business operations and grossly overstated, 
reckless and unfounded pro ectlons of defendant 3 T Co.'s future 
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earnings and prospects so as to defraud, deceive and/or mislead 

I 

plaintiff and the class; defendant Brownstein failed to suffic¬ 
iently investigate the known and filed information of defendant 3 
I Co.'s finances which would lead to other information which should 
have been incorporated in his aforesaid Report; defendant Brown¬ 
stein and Marine Midland failed to properly investigate the finances 
of defendant 3 I Co. before preparing, finalizing and approving the 
i^^oresaid Report so as not to defraud, deceive and/or mislead 
plaintiff and the class; defendant Brownstein in his relationships 
with defendant Brodsky was an insider with private access to 3 I 

Co.; defendant Brownstein for his own profit and benefit traded in 

0 

the securities of 3 I Co. while possessing, utilizing and "tipping" 
insider information and mailing, delivering and/or distributing 
copies of his aforesaid Report; defendant Marine Midland failed to 
exercise reasonable supervision over defendant Brownstein to prevent 
all of the aforesaid; defendant Marine Midland by its silence and 
inaction permitted and/or acquiesced for defendant Brownstein to 
defraud, deceive and/or mislead plaintiff and the class; defendants 
Marine Midland and Dreyfus benefited by defendant Brownstein's 
aforesaid actions and accordingly defendant Marine Midland and 
Dreyfus were insiders with private access to 3 I Co. and as insi¬ 
ders possessing, utilizing and "tipping" inside information and 
mailing, delivering and/or distributing copies of defendant Brown- 

stein's aforesaid Report, defendants Marine Midland and Dre'fus 

% 

for their own profit and benefit traded in the securities of 3 I Co. 

194. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 I Co. was 


I 




caused to have a su -stantial artificial price Increase, whereas 
said common stock was and still is worthless and at present is 
quoted at less than flft- ($ .50) per share. 

195. As the result of the aforesaid actions of the 

aforesaid defendants, plaintiff and the class were induced to pur¬ 
chase the Common Stock, Class A of defendant 3 I Co. 

^ 196. Plaintiff and the Class sustained substantial los¬ 

ses as the result of the foregoang in the amount of $15,000,000.00. 


.njDGEMENT 


WIEREFORE, plaintiff and the Class demands judgement 

• * * 

[■against defendants, as follows: 

(a) that this action 'e declared as maintained 
as a class action pursuant to the provisions of Rule 23 
of the Federal Rules of Civil Procedure; 

(b) that defendants be ad judged .jointly and 

. severally lial.le to plaintiff and the plaintiff class for 

compensatory damages in the amount of $15,000,000.00 and, 
in addition, punitive damages; 

j - (c) that plaintiff be awarded costs and reason- 

I 

able counsel's fees, 

» 

[.together with such other and further relief as to this Court shall 
I appear just and equitable. 




ROBERT R, FELTCavr 
Attorney for the Class 
42 Third Avenue 
Mineola, New York 11501 
51 >-746-5711 
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NOTICE OP MOTION BY MAIN LAPRENTZ PON SlMaRY JUDOMENT 

(PII«N no^mtmr S, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 

ROBERT R. PELTON, ; 

Plaintiff, : 73 civ. 2200 D3B 

-against- ; NOTICE OP MOTION 

WALSTON AND CO., INC., et al. : 

Defendants. : 

————-—- - X 

SIRS: 

PLEASE TAKE NOTICE that upon the annexed affidavits 
of Milton Kunen and Prank Q. Warburton, and the exhibits 
attached thereto, both sworn to the 1st day of November, 

197 3» and upon all the prior proceedings heretofore had 
herein, the undersigned will move this Court at Room 1506, 
United States Courthouse, Poley Square, New York, New York, 
on the 12th day of November, 1973 at 9:30 o'clock In the 
forenoon of that day, or as soon thereafter as counsel can 
be heard for an Order pursuant to Rule 56 of the Pederel 
Rules of Civil Procedure granting summary Judgment to the 
defendant Main Lafrentz i Co. on the ground that there Is 
no genuine Issue as to any material fact and that the 
defendant Main Lafrentz i Co. Is entitled to judgment as a 
matter of law, and for such other and further relief as to 
the Court may seem Just and proper. 

Dated: November 1, 1973. 

Yours, etc.. 


Attorneys for Defendant Main 
Lafrentz & Co. 

^25 Park Avenue 

New York, New York 10022 

(212) PL 9-8400 


KAYE, SCHCLER, FIZRMANj, HAYS & 



a memberof the firm 
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ROBERT R. FELTON, ESQ. 

Attorney for Plaintiff 
^2 Third Avenue 
Mlneola, New York II 50 I 

BREED ABOTT & MORGAN, ESQS. 

Attorneys for Defendants 

Walston & Co., Inc. and James Nissan 

One Chase Manhattan Plaza 

New York, New York 10005 

LEON V/EILL & MAHONEY, ESQS. 

Attorneys for Defendant 

31 Co./Information Interscience, Inc. 

261 Madison Avenue 

New York, New York IOOI 6 

SULLIVAN & CROMWELL, ESQS. 

Attorneys for Defendants 

Marine Midland Bank and Joel Brownsteln 

48 Wall Street 

New York, New York 10005 

SHEA GOULD CLIMENKO & KRAMER, ESQS. 
Attorneys for Defendants Medlsche 
Referatan (Excerpta Medica) N.V., 
Infonet (Excerpta Medica - Rescona) 

N.V. and Eltrac (Infonet) N.V. 

330 Madison Avenue 

New York, New York 10017 

ANDERSON RUSSELL & KILL, ESQS. 

Attorneys for Defendants 
Relsenbach and Ellas 
600 Fifth Avenue 
New York, New York 10020 
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STATEMENT PURSUANT TO RULE 9(c) IN SUPPORT OF SAID MOTION 

DATED NOVEMBER I, 1973 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, 

Plaintiff, 

-agalnst- 

WALSTON AITO CO., INC., et al. 

Defendants. 

-- 


X 


No. 73 Civ. 2200 DBB 


STATEMENT PURSUANT TO RULE 9(g) OF THE 
GENERAL RULES OF THE UNITED STATES 
DISTRICT COURT FOR THE SOUTHERN DISTRICT 
_ OF NEW YORK _ 

There Is no genuine Issue to be tried with respect 
to the following facts; 

1. The opinion of Main Lafrentz & Co. with respect 
to the data bank license which plaintiff claims was over¬ 
valued on the balance sheet of 31 Co./Information Inter- 
science, Inc. (”31”) stated that the financial statements 
presented fairly the financial position of 31, subject to 

the realization of carrying value of data bank licenses; and 
Lybrand Ross Bros. & Montgomery, who succeeded Main Lafrentz 
as accountants for 31, Issued a similar qualified opinion 
with respect to the same Item In the following fiscal year. 

2. The loss suffered by 31's wholly-owned sub¬ 
sidiary, Scientific Literature Corp. (”SLC”) during the 1970 
fiscal year, v/hlch plaintiff alleges should have been stated 
in the consolidated financial statement of 31 and its sub¬ 
sidiaries for that fiscal year, was $1,055 and was so In¬ 
dicated In the form 10-K filed with the SEC by 31 for that 
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year; the 31 conaolldated statement of operations disclosed 
a consolidated loss of 31 and Its subsidiaries of $555,577 
for that fiscal year. 

3. The results of operations of SLC during the 
1970 fiscal year showed a profit of $81,307 before taxes and 
Indirect general and administrative expenses, 31 charged 
SLC $ 82,362 for Indirect general and administrative expenses 
during that year, and such charges for indirect general and 
administrative expenses were not considered In determining 
the number of additional shares the former shareholders of 
SLC were entitled W) unaer the agreement by which 31 ac¬ 
quired SLC. 

The footnotes to the financial statement of 31 
for the fiscal year ended June 30. 1970 stated that In 
31 's opinion, SLC would achieve the necessary earnings 
which would have entitled the sellers to receive the addi¬ 
tional shares under the agreement by which 31 acquired SLC 
which were issued to them by 31 pursuant to an amended 
agreement. 

KAYE, SCHOLER, FIERMAN, HAYS & HANDLER 
Attorneys for I'ialn Lafrentz & Co. 

425 Park Avenue 
New York, Now York 10022 
(212) PL 9-8400 
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flfFIDAfIT OF MILTON KUNEN IN SUPPORT OF MOTION 
; ' FOR SUMMARY JUDGMENT 

UNITSO STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 


ROBERT R. PELTON, 


Plaintiff, 


WALSTON AND CO., INC., et al. 

Defendants. 


73 Civ. 2200 DBB 

appidavit in support 

OP MOTION POR 
SUMMARY JUDGMENT 


STATE OP NEW YORK ) 
COUNTY OP NEW YORK ) 


I MILTON KUNEN, being duly sworn, deposes and says: 

1. I am a member of the firm of Kaye, Scholer, 
Plerman, Hays & Handler, attorneys for defendant Main 
^Xafrentz i Co. ("Main Lafrentz"), i make this affidavit in 
support of Main Lafrentz' motion for summary Judgment In 
this action. I conducted the deposition of plaintiff which 
18 made a part of this application, and my statements of 
fact herein are based upon that examination and upon the 

exhibits received therein as well as the documents attached 
hereto. 


INTRODUCTION 

2. This motion Is made because the undisputed 
facts of this case demonstrate that Insofar as It concerns 
Main Lafrentz the action Is totally devoid of merit. Is 
frivolous and was brought merely for harassment. Main 
Lafrentz should not be subjected to the enormous expense 
of defending what plaintiff claims I’s a multl-mllllon 
dollar class action on the basis of gross mlscharacterlza- 
"lons by the plaintiff, his failure to Inquire Into the 
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facta-of the case prior to naming Ma^n Lafrentz, and hi:, ‘ 

Ignoring of the facts on ihe public record contained In the 
files of the Securities and Exchange Commission ("SEC"), 
the very files which he claims to have examined over an 
extended period of time prior to Joining defendant Main 
Lafrentz as a party defendant in his amended complaint. 

3. While we will review‘the background of this 
litigation and all of the spurlou- contentions of the 
plaintiff at length herein, It is Important to point out 
at the outset the shallowness of the two basic claims 
plaintiff asserts against Main Lafrentz: 

(a) Plaintiff claims that a certain data 
bank license acquired by 31 Co./Information Interscience', 

Inc. ("31") and carried on Its balance sheet at $1 million 
was overvalued. While It Is Main Lafrentz' position, as 
will be demonstrated point by point below, that the data 
bank license was properly valued and that this contention 
of plaintiff Is totally frivolous, the main thrust of this 
motion Is that Main Lafrentz can have no liability because 
It Issued a qualified opinion, and the opinion was specific¬ 
ally qualified on this very Item. Plaintiff's complaint 

Is based on the erroneous assumption that Main Lafrentz 

• 

certified the value of this data bank license as $1 million. 

In fact. Main Lafrentz specifically qualified Its opinion, to 
state that the financial statements of 31 presented fairly 
the financial picture of that company "subject to the reallza 
tlon of carrying value of data bank licenses and Investments 
In afnilated companies as discussed In Notes 1 and 2 of 
Notes to Consolidated Financial .Statements." In short, 
assuming — contrary to the fact —^that the data bank 
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license was overvalued In Si's financial statements. 

Main Lafi^entz spaclflcally and unequivocally warned 
investora not to rely on that value. In such circumstances, 
there can be‘no possible claim against Main Lafrentz. 
Parenthetically, it should be mentioned here that plain¬ 
tiff's complaint falls to point out that the international 
accounting firm of Lybrand, Ross Bros. & Montgomery 
("Lybrand"), wnlch Is not a defendant in this case, 
succeeded Main Lafrentz as 31's auditors In the following 
year and, according to the documents filed with the SEC, 

31 carried this same data bank license at the same value in 
that year, and Lybrand issued the same qualification. It 
was not until two years after the Main Lafrentz audit In 
question that the data bank license was written off; and, 
as stated in the financial statement issued in that year, 
it was written off because 31 was unable to realize the 
carrying value of the data bank license — precisely the 
situation which had caused Main Lafrentz to qualify Its 

opinion two years earlier. 

(b) Plaintiff's second charge against Main 

Lafrentz is that it failed to reveal In a footnote to the 
Consolidated Financial Statements of 31 that Scientific 
Literature Corp. ("SLC"), a 31 subsidiary, had sustained a 
loss during that period. However, plaintiff falls to point 
out (1) that the total loss allegedly "omitted" from the 
footnotes was the Insignificant sum of $1,055; (ID that 
this loss was miniscule as against the consolidated loss of 
31 , clearly and uneqtilvocally revealed in the annual report 
which contained the financial statement upon which Main 
Lafrentz Issued Its qualified opinion: which amounted to a 


3 
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loss of $555,577 for that fiscal year; (ill) SLC actually 
generated a profit of $81,307 during that fiscal year, but 
the $«1,307 profit was converted to a loss of $1,055 by an 
Intercompany charge of $82,362 for Indirect general and 
administrative expenses of 31; (Iv) the financial statement 
^ ££»^solldated financial statement, which would not 
normally set forth the operations of the subsidiary and In 
which the Intercompany charge would not be reflected; and 
(v) the financial statements filed with the SEC showed the 
$1,055 loss In that subsidiary. In short, the plaintiff, 
by omitting the true facts In his amended complaint, seeks 
to make a mountain out of a molehill by giving the false 
Impression that Main Lafrentz omitted to state that there 
was a large loss In this subsidiary. The truth of the 
matter Is that the revelation of this insignificant matter 
would only have served to complicate and confuse the 
financial report, and It Is for this reason that the SEC 
requires only that consolidated reports be submitted to 
shareholders, as was done here. 

Parenthet1ca1ly,the Court should be aware of 
the overall financial picture of this corporation. As 
pointed out above, the financial statements upon which the 
action against Main Lafrentz Is brought showed substantial 
losses during that fiscal year; $555,577. The same annual 
report showed that In the prior fiscal year 31 lost $692,^460. 
The balance sheet showed total assets for the year ended 
June 30, 1970 at $1,6^47,219, of which over $1.2 million was 
subject to the Main Lafrentz qualification. It also showed 
an accumulated deficit of $1,456,K49; net book value was 
approximately $.80 per share. The financial statement 
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showed that the data bank license, carried at $1 million, 
was In Its Initial stages and had not realized any signifi¬ 
cant revenues. In sum, no reasonable Investor could 
possibly have relied on this financial statement In deter¬ 
mining whether or not to invest In this company. 

HISTORY OF PLAINTIFF AND HIS 
TRANSACTIONS IN ^I STOCK ’ 

5. Plaintiff, Robert Felton, is an attorney-at- 
law, 952 of whose practice Is In the negligence field 

(Tr. 15). He has been a certified public accountant since 
approximately 1953 (Tr. 7) (although he contends that he has 
never practiced accounting). Mr. Felton brings this action 
on his own behalf and, he alleged, on behalf of all persons 
who purchased the stock of 31 during a particular period. 

Mr. Felton intends to act both as plaintiff and as attorney 
for the class. 

6. According to Felton, he made his first pt - 
chase of 31 stock In July of 1970. The purchase came about 
because Felton was told by his brother, a doctor, that there 
was a certain Mr. Nissan, a registered representative con¬ 
nected with the brokerage house of V/alston & Co., Inc. 
("V.'alston") , who was "bright" (Tr. 5^). Felton claims that 
he phoned Nissan and was told by Nissan that he (Nissan) 
would take Felton on as a customer If he would sell all of 
his other stock (Tr. 55). Without more, plaintiff Felton 
did so and became a customer of Nissan (Tr. 56). 

7. One of the stocks allegedly recommended to 
Felton by Nissan was the Instant 31 stock.. According to 




Felton, based on Nissan's rosy predictions that the stock 
would greatly appreciate In value and he would thus be 
able to make up for his loss In another stock where he had 
lost money,he first purchased the 31 stock (Tr. b6). 

8 . At the time Felton made his first purchase 
of 31 stock, he knew absolutely nothing about 31, He did 
not even know what business It was In (Tr. 86) and he saw 
no financial statement or report of the company. Neverthe¬ 
less, Felton purchased 2,000 shares of 31 stock at $^.25 
per share on July 9 , 1970 (Tr. 386 ). 

9. It Is not necessary to detail the history of 
Felton's purchases and sales of 31 stock. 'Suffice It to 
say that the stock greatly appreciated In value,and that 
over the course of several months Felton sold portions of 
his stock at various times and at enormous profit. Accord¬ 
ing to Felton's own testimony, the Impetus to all of these 
purchases was the continuous statements by Nissan that the 
price of the stock would go much higher. Thus, between 
July 9, 1970 and June of 1971 Felton was In and out of the 
31 stock at various times, each time making a handsome 
profit, with the range of the stock going from ^-1/H a share 

when he first purchased It to 19 - 3/8 when he made his last 
sale. 

10. Unfortunately for plaintiff, the precipitous 
rise In the value of the 3 I stock, which had paid enormous 
profits to him, was matched by a precipitous decline after 
he m.ade his last purchase at approximately $20 per share. 
Having seen his enormous profits turn to loss, plaintiff now 
seeks to recoup the losses on this speculation in 31 by 
Initiating a class action and obtaining an attorney's fee 
In connection with Its disposition. 
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PLAINTIFF'S CHARGES AGAINST WALSTON 
AND MARINE MIDLAND BANK-NEW YORK 
(“MARINE MIDLAND") 
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11. The original complaint did not name Main 


Lafrentz as a party. The complaint was based on an alleged 
claim of manipulation by Walston and Marine Midland. In 
the original complaint the allegations against Walston were 
limited basically to contentions that Walston was making a 
market In the 31 stock and that Felton was misled Into 
purchasing the stock by Mr. Nissan's misrepresentations. 

12. Felton's claim against Marine Midland Is 
that the bank prepared an Internal report for Its own use 
which recommended the 31 stock to the representatives of 
the bank entrusted with making Investments for bank clients. 
Plaintiff appears to contend that the report was erroneous 
and that the market price of stock was somehow Inflated 

by a conspiracy between defendant Nissan of Walston and 
defendant Brownsteln of Marine Midland. 

13 . It Is clear that, leaving aside the merit 
of these claims, they have nothing whatever to do with 
Main Lafrentz. The claim against Main Lafrentz, which will 
be discussed In detail below, relates to the financial 
statements for the fiscal year ended June 30 , I 970 contained 
In 31 's 1970 annual report, on which Main Lafrentz Issued a 
qualified opinion. Felton contends that he received a copy 

of 31'3 1970 annual report from Nissan In about March of 1971, 
but that he read It only hastily, does not recall whether he 
read the footnotes to the financial statements and did not 
retain 3 copy of It. (Tr. 35^-57) It Is significant that 






when plaintiff Instituted the Instant action on May 4, 1973, 
the only defendants were V.'alston, Marine Midland and their 
employees and 31. Apparently, plaintiff did not think 
enough of his claim to Join Main Lafrentz as a party 
defendant. Main Lafrentz was first Joined In the amended 

complaint, which was filed on August 14, 1973. 

« 

MAIN LAFRENTZ 


Ilka 


14. Main Lafrentz Is an International firm of 
certified public accountants with offices In major cities 
in the United States and throughout the world. Its only 
connection with 31 was as the auditors of the financial 
statements for the 31 fiscal years ended June 30, 1969 and 
June 30, 1970. Subsequent to the Issuance of the financial 
statements for the 1970 fiscal year Main Lafrentz was 
succeeded as auditors for 31 by Lybrand. 

15. The only claim which plaintiff makes against 
Main Lafrentz relates to 31's financial statement for the 
fiscal year ended June 30, 1970. An analysis of the amended 
complaint and his statement at his deposition (Tr. 629) 
demonstrate that the claim against Main Lafrentz is limited 
to two aspects of the 31 business during the fiscal year 
ended June 30, 1970: 

(1) the acquisition of a data Lank license 
from defendant PIxcerpta Medlca foundation ("Excerpta 
Medlca”); and 


8 





235a 

(2) the amendment to the acquisition agreement ^ 
of a wholly-owned subsidiary, SLC, from defendants S. Kim 1 
Kessler and-Geraldine Kessler (the "Kesslers"). 

31 COMPANY 1 

■ I • 

l6. 31 was a commercial storehouse of scientific I 

and technical Information. Its scientific Information I 

center contained various data bases in biomedical, technical 1 
and scientific flel'ds. It was also engaged In perfo'mlng 
editing and Indexing services In connection with technical 
material, and In microfilming services as well'as other 

technical data-gathering and dispensing services. Despite 1 

book value of 60 /( per share at the end of the 1970 fiscal . 1 

year and consistently poor results amounting to losses (per 1 
share) of 13<( in 1968, in 1969 and 3’^«( In 1970, the 
price of the 31 stock consistently sky-rocketed. The range | 
in 1968 was 69 to 5. and In 1969 <40 to 9 after a 3 for 1 
split In January of 1969. 1 

acquisition of the data bank 1 

LICENSE FROM EXCERPTA MEDICA | 

17. On September 19, 1969 31 entered Into an | 

agreement with Excerpta Medlca, a non-profit foundation 
located in the Netherlands, by which 31 obtained an exclusive 
license to use Its data bank In the United States. A copy I 
of this agreement Is attached hereto as Exhibit 1. In ac¬ 
cordance with the contract. 446,666 shares of 31 stock were 
issued to Excerpta Medlca. This was restricted stock, but 
Excerpta Medlca had the right to require 31 to purchase this 
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atook from Excerpta Medlca In October 1971 at $15 per ehare . 
and to require 31 to register those shares not repurchased. 
These shares were valued at $700,000 on the books of 31 on 
the basis of the $15 price, which was below the market 
value at the time and was the price which 3 I was obligated 
to pay Excerpta Medlca In cash at 'a certain date. 

18 . Simultaneously, 31 , by letter agreement 
dated September 19,1969, obligated Itself to pay a finder's 
fee In the sum of $3^0,000 to Fred Von Eugen, $150,000 of 
which was paid then, and the other $ 150,000 of which was to 
be paid within I 80 days of the closing. A copy of this 
letter agreement Is attached hereto as Exhibit 2. Thereafter, 
this obligation for the payment of the balance of the purchase 
price of $ 150,000 was cancelled pursuant to an amendment 
dated June 15, 1970, and Von Eugen was to receive 30,000 
shares of the stock of 3 I, subject to the agreement of 31 to 
repurchase the 30,000 shares In July of I 971 at a price of 
$5 per share, and subject also to the finder's right to 
require 31 to register the 30,000 shares. A copy of this 
agreement Is attacherl hereto as Exhibit 3. The stock recelvec 
by the finder was valued on the books of 3 I at $150,000. or 
$5 per share. This valuation was reached by taking Into 
account the fact that 3 I was obligated to repurchase at this 
price and that this price was below the then market value. 

19 . Pursuant to a latf?r amendment, dated April 5, 

197 ? (well after I.ybrand had succeeded Main Lafrentz as the 
auditors for 31) Von Eugen agreed to relinquish h1s right to 
require 31 to register- his stock and to repurctiase his stork 


II 


at $5 per share In exchange for the Issuance to him of 
an addl t Iona 1 7 ,'^>00 shares. A eopy of this agreement Is 
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attached hereto as Exhibit 4. As a result, as of April 5 , 

1972 , the finder had received a total of 37,500 shares in 

connection with 3 I*s purchase of this data bank license. 

DISCLOSURE OP THE DATA BANK LICENSE 
ACQUISITION ON THE 31 BALANCE SHEET 

20. Taking Into account the agreements of the 

parties, as amended as of that date, on June 30, 1970, the 

date of the balance sheet In 31 's ''^70 annual report, 

4 

which Is the subject of this litigation, 31 showed on its 
books and reported to Its shareholders that It had paid a 
total of $ 1 , 000,000 for the acquisition of this data bank 
license as follows: 


Cash . $ 150,000 

46,666 shares issued In 1969 (valued at 

the repurchase price of $15 per share) . 700,000 

30,000 shares to be issued In December 
1970 (valued at the repurchase price of 

$5 per share) . 150,000* 


21. The annual report for the fiscal year ended 
June 30 , 1970 showed the following with respect to data bank 
licenses: 

Data bank licenses, at cost ‘(note 1) . $1,028,606 

Of this total, $1,000,000 was attributed to the data bank 
license acquired from Excerpta Medlca.** A copy of that 
financial statement Is attached hereto as Exhibit 5- 

22. Note 1 to the 3 I financial statement of 
June 30 , 1970 (Ex. 5) stated the following with regard to 
the acquisition of this data bank license: 


•Needless to say, the additional 7,500 shares Issued to the 
finder In accordance with the amendment dated April 5, 1972 
did not appear In 3I's financial statements until the end 
of the 1972 fiscal year. 

••The additional $28,606 was attributable to two other data 
bank licenses. *• 










Intn r^" 1969, the Company entered^’®* 

jS^e ^''fsequently amenLd 1^ 

data'LiK"orb\“medlL11^?oSlor"?^r^ 

ITalttrnTltVsr 

Company can be required’to puwtaef at Ils oo 
orc^aer/” °=‘°'’"'’’ 1971, and 3 o!o? 5 silages 

Of Class A common stock to be issued on 

;■ *"'1'-“ ‘he a^plnrca^be 

Julf ?Q 7 ?° “ *5.00 per^hare in 

July, 1971 . The shares to be Issued on 

out^?flnSi^’ reflected as 

3 -atemenf^® accompanying financial 

extend ?hi^ option, the Company can 

extend this agreement starting July 1 ^1971 

aSdlJ?on:?‘’*"'’ “ ^5“'' ‘he payment Of 

additional considerations. An amendment to 

affecting the extensio^of 
certain dates and changes in additional con¬ 
sideration is currently being negotiated. 

During the second half of the voqv. 

marRetL“riL°' '”?■ 

services in connection with 
licenses acquired during the year 
O? reSen!’'"* realised any significant Lo^nt"^ ’ 

Of revenues from these services. Accordinclv 

^^ 1 ,?°'?.?'’'' ‘o amortize the ® ’ 

d^f^Jn^n “«hte and has 

deferred the determination of its policy in 

j regard to the amortization." ^ 

23. This footnote set forth in detail the manner 
in Which 31 had valued the data bank license acquired from 
Excerpta Hedlca. It stated that the total consideration was 
*1,000,000, and that sum Included tb,666 shares which 31 
could be required to purchase at $15.00 per share, and 
30,000 shares which 31 could be required to repurchase at 
$5.00 per share. And Note 6 to the same financial statement 
(Ex. 5) Showed the following with respect to the stock Issued 
In connection with the Excerpta Hedlca transaction: 
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Common 
Stock 
Class A 

Common 
Stock 
Class B 

Capital In 
excess of 
par value 

Accumulated 

deficit 

Stock Issued In 
connection with 
agreement with 
Excerpta Medlca 
Foundation 
(note 1) 

$7,667 

• 

$842,333 

• 


The dollar amounts attributable to the stock Issued In this 
transaction, as set forth In Note 6, totals $850,000. Any 
shareholder or prospective Investor who cared to do so could 
have made the arithmetic computations which showed that the 
31 stock which 31 was obligated to repurchase at $ 15.00 per 
share had been valued at $700,000 (46,666 x $15.00), and 
that the stock which 31 was obligated to repurchase for $5.00 
per share had been valued at $150,000 (30,000 x $5.00), to¬ 
taling the $ 850,000 set forth In Note 6, and that the re¬ 
mainder, $ 150,000 had been paid In cash ($1,000,000 - 
$ 850 , 000 ). Similarly, the 1969 10-K of 3 I showed, at p'age 8, 
that 31 had paid $150,000 In cash and had Issued 46,666 ^ 

shares which It was obligated to repurchase at $15.00 per 
share In connection with this acquisition and that 31 was ob¬ 
ligated to pay $ 150,000 additionally on April 30, 1970. The 
1970 10-K of 31 showed, at page 6, that the obligation to 
pay $ 150,000 In April 1970 had been cancelled and In consid¬ 
eration therefor 31 was obligated to Issue 30,000 shares of 
31 stock on December 1, 1970, which It was obligated to re¬ 
purchase at $ 5.00 per share. Copies of the I 969 and 1970 10- 
K's will be handed up to the Court at the argument of this 

motion. In short, any Interested person was afforded a com- 

« 

plete disclosure of the transaction and the manner In which 
31 valued the data bank license on the balance sheet, both In 









tpe •mwal report ind in the form'10-K filed with the SEC T 
' • ' 2^. Of course, this disclosure, which Is total 

from every point of view, was contained In statements of 
31, not of Main Lafrentz. Most Important to any Investor 
Interested In the value of this data bank license was the 
fact that the Main Lafrentz opinion (Ex. 5), in paragraph 

2 thereof. Is specifically qualified with regard to this 
Item: 


"In our opinion, sub.lect to the reaU - 
zatlon of carrying value of data bank 
licenses and Investment;^ in 
companies as discussed In notes 1 and 
2 of Notes to Consolidated Financial 
Statements, such financial statements 
present fairly the financial position 
of 31 Company/Information Interscience 
Incorporated and subsidiaries at June 
30 , 1970 , and the results of their 
operations for the year then ended. In 
conformity with generally accepted ac¬ 
counting principles applied on a basis 
consistent with that of the preceding 
year" (emphasis added). 

Consequently, any Interested investor examining the quali¬ 
fied opinion of Main Lafrentz and the footnotes referred to 
therein, was warned that Main Lafrentz would not Issue an 
unqualified opinion regarding the value of this data bank 
license as carried on the 31 'books, and any reader of the 31 
financial statement was put on notice to carefully assess 
and scrutinize the present and futur® performance of this 
new Investment which had not contributed any significant 
revenues. 

PLAINTIFF’S CLAIMS AGAINST 
MAIN LAFRENTZ REGARDING 
THE DATA BANK LICENSE. 

25 . Ignoring the fact that the Main Lafrentz re- 
port concerning the 3 I financial statement was specifically 







qualified with respect to the value of the data bank llcenae' 
reflected therein, plaintiff nevertheless makes several 
claims against Main Lafrentz with regard to this Item. As 
we will demonstrate below, each such claim Is based on a 
complete misconception of the facts and a deliberate mis¬ 
reading of the documents filed with the SEC In connection 
with this transaction. The disclosure In the company's fi¬ 
nancial statement i^as full and complete, and plaintiff can 
make no contention against any party with respect to this 
Item. However, It bears emphasis that even if plaintiff 
can support one, or even all, of his contentions, his claim 
of misrepresentations and omissions Is limited to a claim 
against 31. He has no complaint against Main Lafrentz, 
which specifically qualified Its opinion with regard to 
this Item. 

26. Plaintiff contends that the data bank license 
was overvalued In that 31 actually only paid $150,000 plus 
7,500 shares for this license (Am. Complt. fl 129, 130). 
However, plaintiff overlooks the Issuance of 46,666 shares 
to Excerpta Medica and 30,00,0 shares to the finder Von Eugen 
In connection with this transaction, by the following dis¬ 
tortions of the Incontrovertible facts: 

(a) Plaintiff seems to contend that Excerpta 
Medica never received the 46,666 shares of 31 stock and that 
It received only a "right" to require the "repurchase" of 
31 stock at $15.00 per share (Am.Complt. f 120). However, 
there can be no doubt but that Excerpta Medica received the 
46,666 shares of stock In 1969, and upon receipt It had the 
same rights as other shareholders, except for certain re- 
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strlotlons upon transferability.* Attached hereto as Exhmd 
6 Is a photocopy of the receipt for those shares. This shoull 
put any contention that the shares were not actually recelvedf 
by Excerpta tledlca to a quick res . Of course, the entire 
allegation Is Irrelevant because whether or not Excerpta 
Wedlca actually received the stock Is of no consequence. 

Under the agreement by which the data bank license was 
granted (Ex. 1 ), there was a specific obligation on the part 
of 31 to deliver the stock (as well as to repurchase it at 
ns per share on a stated date), and that obligation was 
sufficient to establish the valuation. I 

(b) In the Amended Complaint, plaintiff states 
that the 46,666 shares held by Excerpta Medlca were merely 
"stock rights" and were so characterized In 3I's 1972 finan¬ 
cial statement. (Am. Complt. •) 121 ). This, however. Is a 
I complete misreading of that statement, a copy of which Is 
attached hereto as Exhibit 7. As noted above, Excerpta 
.Medlca actually received the 46,666 shares. In addition, 
the 1972 footnote to the financial statement to which plalntlf- 
refers speaks of a "right" which Excerpta Medlca had In 

W.eeE shares, l.e., the right to require 
31 to repurchase those shares: 

The rights, previously granted to 
certain shareholders to reoulre the 
Company to repurchase ^ 6,666 shares 
of its Class A common stock have 
terminated during the year ended 
June 30, 1972." 

Thus, the "right" to repurchase terminated In 1972, but the 
^c,666 shares Issued to Excerpta Medlca In 1969 remained as 
val^d, outstanding shares. Nothing In the 1972 financial 

*~^^~p^-p^T~eyerrp~to~restrictlon3 on transferability, 

Excerpta .ledlca had the right to require reerlstratlon 
of all shares not repurchased by 31 at $ 15.00 per share. 






staterr.ent contradicts the 1970 financial statement on this 
matter. 

(c) As explained above. Von Eugen received 
$150,000 at the closing and a promise by 31 to pay an addi¬ 
tional $ 150,000 within 180 days of the closing (Ex. 2). By 
a later amendment. Von Eugen was to receive 30,000 shares, 
which 31 was required to repurchase at $ 5 .CO per share In 
exchange for the latter (Ex. 3 '. In the amended complaint, 
plaintiff charges that the debt to the finder of $ 150,000 
was never reflected on the 3 I balance sheet. (Am. Complt. 
1112^*). However, the amended agreement, dated June I 5 , 1970 
(Ex. 3), had already satisfied the obligation to pay 
Von Eugen the additional $150,000. Thus, It would have been 
Incorrect to reflect that $150,000 was due on the balance 
sheet as of June 30 , 1970. Plaintiff, after much hemming and 
hawing, finally had to admit this Ineluctable truth at his 
deposition (Tr. i46ii). At the deposition plaintiff came up 
with the unique excuse that the amended complaint was not 
referring to the balance sheet as of June 30 , I 970 when It 
referred to the "balance sheet" In paragraph 125 , but to the 
running balance sheet In 3 I*s books —— whatever that may 
be (Tr. H65-67). 

(d) Plaintiff brazenly alleges In his com¬ 
plaint that Von Eugen only received $150,000 (which con- 
cededly he did receive) and 7,500 shares of the 31 stock. 

He bases this upon a deliberate misreading of the documents 
on file with the SEC. First, the amended complaint charces 
that the finder was never paid the balance of $150,000 due 
on April 27. 1970 (Am. Complt. ^ 125), but, as noted above. 
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the agreement to issue the 30,000 shares to the finder 
replaced this cash. Second, plaintiff claims that these 
30,000 shares were not Issued to the finder and that all 
he received was "stock rights" for which he was given 7,500 
shares In 1972 (Am. Complt. I*! 127, 128). But the documents 
on file with the SEC show unequivocally that In addition to 
the 30,000 shares received In 1970, whlch-the flnaer'had 
oubstituted for the balance of his cash finder's fee, he 
received an additional 7,500 shares. The additional 7,500 
shares were issued In exchange for his waiver of the right to 
have the 30,000 shares Issued to him In 1970 registered by 
31 or repurchased by It at $5.00 per share. Mote 7 to the 
1972 financial statements, filed In the 1972 10-K makes this 
point explicitly: 

^ The Company has entered Into an agreement 
with a stockholder to Issue 7,500 shares 
of Its Class A common stock In exchange for 
cancellation of the stockholder's right to 
require the Company to repurchase or register 
the 30, 000 .shares." 

Consequently, It Is beyond cavil that the amount paid by 31 
as of June 30, 1970 was exactly as reflected In Its 1970 
financial statement: $150,000 In cash, ii6,666 shares of 31 
stock, which It was required to purchase at $15.00 per share, 
and 30,000 shares of 31 stock, which It was required to 
repurchase at v5.00 per share. In 1972 31 Issued an addi¬ 
tional 7,500 shares in exchange for the waiver of certain 
rights as set forth above. 

(e) Finally, plaintiff has the temerity to 
allege that the data bank license was "worthless to defen¬ 
dant 31 Co. and In fiscal 1972, defendant 31 Co. wrote off 








the $1,000,000.00 -cost- at a complete loaa." of course^** 
the only claim against Main Lafrentz can relate to Its 
opinion rendered on the 1970 financial statement, and, con¬ 
sequently, to state a claim against Main Lafrentz, plaintiff 
nust contend that the data bank license was worthless In 
1970. However, at his deposition, plaintiff stated that 
he Is claiming that this data bank license was worthless 
In 1977 (When It was written off) (Tr. 1.88), and. perhaps 
as early as 1971. (Tr. 515-16) Consequently, leaving 
aside Mam Lafrentz- qualification concerning the value of 
the data bank license In 1970, plaintiff has admitted that 
his claim that the license was worthless does not allege 

that It was worthless In 1970, the date of the Main Lafrentz 
I quallfle(d opinion. 

27 . Consequently, there Is no merit whatever to 
plaintiffs contention that the Main Lafrentz report mis¬ 
stated anything with respect to the consideration for the 
acquisition of the data bank license. The acquisition cost 
of $1 million was stated on the books of 3 I at that figure. 

[ The Main Lafrentz opinion called attention to the fact that 
the figure on the balance sheet stated by 31 was subject to 
the qualification shown In the Main Lafrentz opinion, and 
subject to the footnotes which clearly Indicated that this 
figure might never be realized by the company. In short, 
any prospective Investor was fully apprised of the method 
by Which this data bank license had been recorded on the 
books of_ the comoanv , and also knew, as pointed out above, 

that Main Lafrentz did not necessarily subscribe to Its 
valuation. 

28. Indeed, plaintiff's complaint against Main 
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Lafrentz Iz baaed on a complete misconception of the role 
Of a certified public accountant, a misconception which 
must have been deliberate In light of the fact that plain¬ 
tiff la, and has been, a certified public accountant for 
almost 20 years. The function of a certified public account¬ 
ant la to render an opinion as to whether the financial 
condition of the company la fairly presented In Its finan¬ 
cial statement. Here, Main Le-rentz analyzed the 31 finan¬ 
cial statement and qualified Its opinion with regard to the 

value of the data bank llcen«?p 4 . ^ 

j-icense. It directed attention to 

the fact that the valuation by the company was predicated 
cn the information set forth In the footnote and that the 
statement on the balance sheet was subject thereto and, 
in addition, subject to realization. An accountant can, 
and should, do no more than render Ms opinion. It Is for 
the reasonable Investor to read and be guided by that opinion 
29. This leads directly to plaintiff's next, and 
equally meritless, contention mentioned at his deposition, 
that Main Lafrentz should have refused to render any opinion 
regarding this financial statement. The reason given by 
Plaintiff for this position Is that the data bank license 
amounted to 623 of all the assets of the company (Tr. 526). 
However, plaintiff overlooks the fact that Main Lafrentz 
qualified Its opinion with respect to this Item, as well as 
-nv-.s.nents In affiliated companies amounting to $112,500 
Any prospective Investor could see for himself what percen¬ 
tage these assets bore to 31's total assets. Thus, all 
relevant facts were disclosed: Every Investor knew that 


I 


20 







Main Lafrentz had qualified Its opinion with respect to 

t 

more than $1,000,000 of the assets on the balance sheet, and 
the total assets were only $1,6^47,219. Thus, any investor 
could make an Informed decision on the basin of this full 
disclosure of the facts. 

30 . In addition, it should be noted that Lybrand, 
which is not a defendant in this action, succeeded Main 
Lafrentz as the auditors for 31 after the Issuance of the 
financial statement for the 1970 fiscal year. An examina¬ 
tion of the financial statement for 1971, and the opinion 
of Lybrand, shows that the data bank license acquired from 
Excerpta Medica was still valued on the books at $1 million 
in that fiscal year. A copy of that financial statement is 
attached hereto as Exhibit 8. Like Main Lafrentz, Lybrand 
qualified its opinion with respect to the value of the data 
bank license. Therefore, the position of Main Lafrentz 
that the company had adequately disclosed the facts with 
respect to this data bank license and that it was necessary 
to qualify the opinion with respect to the value of that 
license .is corroborated by similar,Independent action taken 
by Lybrand, its successor accountants. 

31 . The 1972 financial statement (Ex. 7) shows 
that the $1 million cost of this data bank license was 
charged to operations in that year as an extraordinary iter 
because, "This amount was deemed not to be recoverable 
through future operations because of the losses sustained 
and the annual fee obligations under the present agreement." 
(Ex. 7, Note 5). It should be noted that the Main Lafrentz 
qualification was that the $1 million valuation of the data 






bank license on the 1970 financial statement (Ex. 5) was 
•'subject to the realization of carrying value of data bank 
license,” l.e., subject to the ability of 31 to realize that 
$1 million value by amortizing it against profits from Its 
operation. As of June 30 , 1970, as disclosed In footnote 1 
to the 31 financial statement (Ex. 5), 31 had Just begun 
marketing Its services In connection with the data bank li¬ 
censes, had not realized any clgnlflcant revenues from 
these services, and had not begun to amortize this $ 1 , 000,000 
cost. It was not until 1972 that 31 determined that "this 
[$ 1 , 000 , 000 ] amount was deemed not to be recoverable through 
future operations.” In other words, two years after the 
Main Lafrentz qualified opinion was Issued, 31 , having been 
unsuccessful In marketing these services profitably, deter¬ 
mined that the $ 1 , 000,000 cost would not be realized, or re¬ 
covered, and wrote off the asset. 

32 . Consequently, it was the precise possibility 
foreseen by Main Lafrentz In Issuing Its qualification In 
1970 which became a certainty In the 1972 fiscal year and 
caused 31 to write off the asset. The reason the $lmllllon 
was written off In I 972 was because It could not be recover¬ 
ed, or "realized” through future operations. 

ACQUISITION OF SCIENTIFIC LITERATURE CORP . 

33 . Scientific Literature Corp. ("SLC”) was, as 

of the end of the 1970 fiscal year, a wholly-owned subsldl- | 
•ary of 31 . SLC became a 31 subsidiary pursuant to an acqui¬ 
sition agreement dated April 25, I 969 between the defendants 
S. Kim Kessler and Geraldine Kessler ("the Kesslers”), who 
were the then major shareholders of SLC, and 3 I, a copy of 




which Is attached hereto as Exhibit 9. In accordance with I 

■ -- I 

the provisions of that agreement the Kesslers were entitled 
to obtain from 31 as many as i<i4,800 additional shares of 
31 stock, depending upon the earnings of SLC during the 
1970 and 1971 fiscal years. The acquisition agreement had 
certain restrictions concerning the operations of SLC during 
those two fiscal years. 

3^. The agreement with the Kesslers provided that 
they were entitled ^o additional stock If the average 
"pre-tax earnings" of SLC In the 1970 and 1971 fiscal years 
exceeded $ 58 , *400. (Ex. 9, 1i 15(b)). The parties agreed 
that In determining the "pre-tax earnings" of SLC "no allo¬ 
cation of general administrative expenses of 31 shall be 
made to Subsidiary [SLC], except as shall be directly 
attributable to Subsidiary's business as a wholly-owned 
subsidiary 6f*3I." (Ex. 9, 1 15(b)(lll)). 

35 . As the excerpt from the Main Lafrentz workpaper; 
(attached hereto as Exhibit 10) demonstrates, during the 
1970 fiscal year SLC's results of operations reflected a 
profit of $ 81,307 before taxes and allocation of Indirect 
expenses. However, there was a charge from 31 to SLC of 
$ 82 , 36 ? for Indirect general and administrative expenses for 
that fiscal year. Under the agreement with the Kesslers,, 
this charge was not counted In detennlnlng their right to 
obtain additional 31 shnrf’.''. 

36 . In order to r^-move some of the restrictions 
from the agreement between 31 and the Kesslers, on November 
?, 1970 , 31 amended Its agi’f*emenl. with the Kesslers. A copy 
of that agre-errient Is attached hereto as Exhibit 11. By that 
time, on the basis of the "pre-tax earnings" (as defined In 
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the agraen,ent) (E;.. 9) of $81,307 during fiscal 1970, and 
the results of operations In the first quarter of the 1971 
fiscal year. It appeared to 31 that SLC would earn suffi¬ 
cient amounts to provide the additional stock to the Kesslers 
allowed under the acquisition agreement. A new agreement 
was executed by which the Kesslers released 3I from certain 
restrictions regarding the operations of SLC, and 3I Issued 

to the Kesslers the M,800 shares of 31 stock provided under 
the acquisition agreement. 

™ 31 FINANCIAL 
STATEMENTS CONCERNING ST.f _ 

37. Since the financial statement which appeared 
In the 1970 Annual Report, and which Is the subject matter 
of the plaintiff's complaint against Main Lafrents, contain¬ 
ed only a consolidated balance sheet and a consolidated 
statement of operations, there was no separate statement 
for any of the 31 subsidiaries. Including SLC. However, 
because the acquisition agreement between 3I and the Kess¬ 
lers (Ex. 9) had been amended during that fiscal period, 

(Ex. 11) footnote 1 to the consolidated financial statement 

(Ex. 5) stated the amended terms of the acquisition agree- 
merit as follows: 

"On November 2, 1970, the Com¬ 
pany amended the agreement whereby It 
acquired Scientific Literature Corpor- 
atlon (SLC), a wholly-owned subsidiary, 

nanv apeement released the Com- 

ppy from certain restrictions In regard 
to the operations of SLC and requires 

the former 

shareholders ^■4,800 shares of Class A 
pmmon stock which have been or could 
have been earned contingent upon earn¬ 
ings of SLC. These shades are refut¬ 
ed as pptandlng In the accompanying 

In the opinion 

of the Company, SLC will achieve the 
necessary earnings which would have 

sellers to receive these 
shares under the original agreement." 








ALLEGATIONS AGAINST MAIN LAFRENTZ 
CONCERNING SLC 
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38. The only allegations made against Main Lafrentz 
regarding SLC is that SLC had sustained a net loss for the 
year ended June 30, 1970 (Am. Complt., «I 1H8) and that 

Main Lafrentz omitted the fact that SLC had sustained a net 
loss for that period. (Am. Complt., 1 150). These allega¬ 
tions are as frivolous as plaintiff’s prior allegations 
regarding the supposed Inaccuracy of the 31 financial 
statements. 

39. First, It must be noted that In truth SLC 

had a pre-tax profit of $81,307 before allocation of Indirect 

general and administrative expenses of 31. This was the 

figure used to determine the profitability of SLC In the • 

agreement between 31 and the Kesslers (Ex. 9). The only 

loss In SLC for the period c .me by means of an allocation 

of Indirect general and administrative expenses to 3I of 

$92,362, and this Is a not unusual method employed to 

minimize state Income taxes. Moreover, even after this 

Internal calculation SLC had a loss of only $1,055 for the 

1970 fiscal year. Plaintiff gives no explanation as to why 

this loss should have been stated In the consolidated flnan- 

' « 

cial statements, especially when the loss was caused by an 
Intercompany charge, v/hlch does not appear In the consolldatei 
figures. 

^0. In any event, even If the allocation of In¬ 
direct costs Is taken into account, there was no reason for 
31 to state that there was a loss of $1,055 ty SLC durinr 
the fiscal year 1970, and there can be no liability to Main 
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|j Lafrentz concerning this Item: 

(a) Main Lafrentz examined the results of 
operations of SLC and rendered an opinion solely for In¬ 
clusion In the consolidated financial report of 3I and sub¬ 
sidiaries. Main Lafrentz did not Issue a separate report 
concerning the financial condition of SLC. 

(b) The loss of only $1,055 was hardly ma¬ 
terial, especially Inflight of .he consolidated net loss 
for 31 during that fiscal year of $5‘"-5,577. The so-called 
"undisclosed" loss In SLC amounted to less than 2/lOths of 

I 1 % of the entire net loss actually disclosed In the finan¬ 
cial statement. 

(c) Although the undisputed facts demonstrat 
that the Internal administrative charge was not counted for 
purposes of determining whether or not the Kesslers were 
entitled to additional 3I shares under the original acquisi¬ 
tion agreement, the loss of only $1,055, even If prior to 
that Internal adjustment, would not have precluded the exe¬ 
cution of a new agreement with the Kesslers. If, contrary 
to the facts, there had been a loss of $1,055, as defined 

in the agreement with the Kesslers, the loss was minor; It 
could have been made up In the next fiscal year since the 
payment of the additional shares was based on the average 
"pre-tax earnings" for the two fiscal years. Stockholders 
were Informed In footnote 1 to the 3I financial statements 
that a new agreement had been written, and that It was 
management’s opinion that "SLC will achieve the necessary 
earnings which «ould have entitled the sellers to receive 
these shares under the original agreement." Any shareholder 
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or prospective Investor who wanted further information 
could take up the matter with management; every shareholder 
knew he was relying solely on management's opinion. 

(d) The net loss of $1,055 was disclosed 
on Schedules III and XVII of 31's Form 10-K for the fiscal 
year ended June 30, 1970 filed with the SEC. This factor 
alone belles any claim of Intent to defraud. 

^1. In summary, plaiuclff suggests no reason 
why this loss, if it be deemed a loss at all, should have 
been disclosed in the consolidated financial statements. 

It was a miniscule loss against the enormous consolidated 
loss actually disclosed. And ic, had no relevance to the 
agreement with the Kesslers, because under the terms of that 
agreement, SLC showed a substantial profit and not a loss 
for that fiscal year. 

ADDITIONAL ALLEGATIONS 

42. It should be noted that the amended com¬ 
plaint also charges Main Lafrentz with aiding and abetting 
certain of the other defendants In violating the securities 
laws. The complaint, however, does not elucidate the 
nature of this alleged "aiding and abetting." Since Main 
Lafrentz' function In connection with 31 was the rendering 
of opinions on Its consolidated financial statements for 
the fiscal years ended June 30, 1969 and 1970, it appeals 
that plaintiff's claim that Main Lafrentz aided and abetted 
others In violation of ishe securities laws is Intended to 
merely rehash the same specious arguments refuted point by 
point above. 

43 . At his deposition plaintiff refused to 





explain the nature of the claims In the complaint that Main 
Lafrentt aided and abetted others In violating the securi¬ 
ties laws on the ground that this was his "work product" as 
an attorney. (Tr. 630-32) Needless to say, this Is a com- 
, Plloatlng factor which arises solely because plaintiff 
Claims that he Is entitled to be both the class represen¬ 
tative and the attorney for the class; but leaving aside 
that issue, plaintiffs refusal to explain the nature of 
these allegations should not nrevent this Court from grant¬ 
ing the motion for summary Judgment to which Main Lafrentz 
Is Justly entitled. 

It has been demonstrated beyond doubt that 
the claims of this plaintiff against Main Lafrentz were 
merely last-minute afterthoughts Inserted several months 
after the action had been commenced against other parties 
in disregard of the facts which plaintiff ascertained from 
the filed papers which he examined at the S.E.C. Surely, 
as a practicing lawyer for many years and a certified public 
accountant, plaintiff is well able to read financial state- I 
ments and materials filed with the Securities and Exchange 
Commission. Before he brought this lawsuit plaintiff well 
knew, for Instance, that the loss of SLC for the fiscal year 

1970, which he claims Main Lafrentz omitted to state, was a 
loss of only $1,055. 

^5. Similarly, as a certified public accountant 
and experienced attorney who seeks to represent a class, 
plaintiff was aware that Main Lafrentz had qualified Its 
opinion for the fiscal year ended June 30, 1970 and Issued 
the opinion subject to the realization of the net asset 
value of the data bank acquired. Plaintiff knew that the 
financial statement was a financial statement of 31 , and 
that Main Lafrentz, by qualifying Its opinion had declined 
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to attest to the value of the data bank license as set forth 
on the 31 books. Every Investor was forewarned that there 
was a possibility that this million dollar asset would not 
be realized — and certainly plaintiff, as a certified pub¬ 
lic accountant, was so forewarned. When, two years later, 
after Lybrand had issued a similar qualified opinion in the 
intervenl^ year, 31 determined that it would not be able 
to realize this value, precisely the contingency against 
which Main Lafrentz had warned, this asset was written off. 
Again, as a certified public accountant, plaintiff knew that 
the reason that the value of the data bank license was 
written off in fiscal 1972 , as stated in the footnotes for 
that year, was the value of this asset could not be realized, 
or recovered, through the generation of profits. 

^ 6 . It is evident, therefore, from the foregoing 
that naming Main Lafrentz as a defendant in this action was 
without Justification and that summary Judgment at this time 
is the only way to protect Main Lafrentz from the considera¬ 
ble burden and expense it is being subjected to as a result 
of this unwarranted litigation. There is no merit to plain¬ 
tiff's claim, and the motion should be granted in all re¬ 
spects. 


Sworn to before me this 
1st day of Novv^mber, 1973. 

j/_ 

ALLAN M PEPPER 
NOFAnr I’UBI 1C. Male ol New rotk 
No. 41iO*j9I95 
Quaiilii-d ID (jui-ciiv County 
CoMim.osiuii iDpiits Match 30. 197|J 
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AFFIDAVIT Of FfUNK G. MARIURTON IN SUFFONT OF SAID MOTION. 

OATIO NOVIMIER I. 1973 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 

--- ..X 

ROBERT R. FELTON, : 

Plaintiff, : 

-against- : 73 Civ. 2200 DBB 

WALSTON AND CO., INC,, ft tl. : 

Dfffndants. 

-- - — -—— 

STATE OF NEW YORE ) 

) IS.: 

COUNTY OF NEW YORK ) 

FRANK 0. WARBURTON, being duly sworn, deposes and 

says: 

1. I am a certified public accountant and am 
familiar with the audit conducted by Main Lafrente & Co. 
(’’Main Lafrentz”) of 31 Company/Information Interscience 
Incorporated ("31") for the fiscal year ended June 1970. I 
am connected with the Philadelphia office of Main Lafrentz. 
The audit was conducted through that office, and I v/as 

the partner in charge of said audit. 

2. Attached hereto as Exhibit 10 is a copy of a 
work paper, based upon the books and records of the company, 
prepared by Main Lafrentz in connection v/ith the above-men¬ 
tioned audit. This exhibit reflects that the results of 
operations for the fiscal year ended June 30, 1970 of 
Scientific Literature Corporation ("SLC"), a wholly-owned 
subsidiary of ‘',1 was a profit of $31,307 before taxes and 
indirect general and administrative expenses. It also re¬ 
flects that 31 charged SLC $82, •?2 for indirect general and 








administrative expenses during that fiscal year. This charge 
is not taken into account in the consolidated statement of 
operations of 31 and subsidiaries, the only statement of 
operations upon which Main Lafrentz issued any opinion for 
the fiscal year ended June 30, 1970. 



Sworn to before me this 
1st day of November, 1973. 



ALLAN M. PEPPER 
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afaree to execute* any anji all necessary agreements v^rith Escrow 
Agent • to make'provision; i*or and to evidence the escrow arrange¬ 
ments set forth herein. 

(c) y.er-Ter of Cerporation . All shares in escrow, 
upon the .merger of Corporation into Subsidiary, shall be re¬ 
registered in the name of S. Sin Kessler, as attorney-in- 
fact for all shareholders of Corporatic . and redeposlted in 
escrow, endorsed in blank or with Irrevocable stock powers 
attached, endorsed in blank,with the customary signature guaran¬ 
tees required by Escrev; Agent and held pursuant to the terms 
of this Agreement until the termination of such escrow fund. 
Thereafter such shares shall be delivered or transferred as 
provided in Paragraph 15 hereof. 

15 . Additional Ccr.sideratlon Based on Subsidiary’s 

Earnings . 

(a) Performance of Contracts . After the Closing 
provided for herein and until June 30, 1971: 


(i) Subject to the terms of this paragraph 
15 , Subsidiary shall have the right to perform each United 
States Federal gover.nment contract obtained by 31 or any of 
its ocher subsidiaries or affiliates if, but only if: 

(A) such ccntravjt involves abstracM.ng, 
Indexing, scan.ning or any variations thereof; and 


above cteratl :.'.s 


(3) such contract requires any of the 
torferr.:-! or. scientific or .medical 


4 
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(C) such contract involves only an 
insl^nlficanc ar.ount of data processln- and does not involve 

co...^--er orientation or che use of computerized techniques- 
and * 

(D) Subsidiary holds the necessary 
security clearance for perrorr.ance of the contract at the 
tx...e it is av;arded; and 

Subsidiary has or can obtain 

the necessary oersonrpT < 

y personne. botn in number and kind to fully per¬ 
form such contract. 

extent of Subsidiary •s-'performance of contracts meet- 

ing the above conditions, the earnings and expenses with re- 

spect to any such cont'*'a-*t- i « 

onc.aw,t shall accrue-to SuLsldlary. 

(11) All contracts presently being per¬ 
formed by 31 and all awards of contracts presently being applied 
for by 31 Which would otherwise be Includible within Subpara- 
srapn 15(a)(1) above shall be specifically excluded therefrom 

ana no part of the earnings of such contracts shall accrue to 
Subsidiary. 

(ili) All extensions or renewals of con- 
tracts presently being perfcrned or applied for by 31 which 

a—e w-.n-n Subparagraph 15 (a)( 1 ) 

Cc 30 
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Civ) All cc; 
'---- .-...ic.: 


.-r.ioz 3 no-.; bein^ performed or 
oi, its ether subsidiaries or 

oo-iir'* -t- e-iii .. 

. -- -- a.... wi...e, i.-.i all 

o.r.triots •..I.ic.- -..-cild otherviro 
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be lnclu4ible in Subparagraph 15(a)(1) shall be specifically 
exer.pted bherefro.- and no part of the earnings of such cc' t- 
tracts, extensions or renewals shall accrue to Subsidiary. 

(v) Both 3i, including its other subsid¬ 
iaries and affiliates, and Subsidiary shall have the right 
uo request tne other to perforn reasonable services in their 
respective fields for the other and such work shall be com¬ 
pensated for at ccst, including general and administrative 
expenses, plus six percent ( 6 %). "Readonable services", 
as described herein, shall not Include such services, which 
if performed by 31 at the request of Subsidiary, would allow 
Subsidiary to obtain and perform contracts not othei?wise in¬ 
cludible in Subparagraph 15(a)(1) above. 

(vl) Any cost savings benefiting 31, its 
other subsidiaries or affiliates, and Subsidiary on account 
of any Joint operations performed by them on any contract or 
other project shall be allocated as the parties to the Joint 
operations may agree or, in the absence of any agreement, as 
the Independent certified public accountants of 3i shall 
determine, and such determination shall be final and binding 
upon all of the parties affected. 
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(vll) Any monies advanced by 31 to Subsidiary, 
lOr v/crrL_ng oapioal or ctnerv;lse, shall be advanced at an in¬ 
terest rate of one percent (!:') above the prime rate then 


we-ng cnarged by The ridelioy Bank of Philadelphia. Subsidiary 
shall pay interest to 3i at such rate cn 125/1 of the sum 


actually borrcv;ed by Subiiciary from 3i. 


' • • « / J ^ 
\ * •/ 
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teOverr.r.cn- cc.-tracts obtained by 3i, its other subsidiaries 
or affiliates, sliail be given by Subsidiary to 31, Its other sub- 
slalarles cr affiliates, vlth respect to all non-governnent 
contracts. 

of ”?re-T3A Sarnlnes of Subsidiary**, 
As used in tr.ls paragraph, "Pre-Tax Earnings of Subsidiary" 
sha^l r.ean tne earnings of Subsidiary for each of the fiscal 
years 1970 and 1971 in excess of $58,ii00, and shall be computed 
by such Independent certified public accountants as are regu¬ 
larly enplcyed by 31 at the time such dettr.'ninatioh is to be 
made, in accordance with generally accepted accounting prlnci- 

ft 

pies consistently epplled in a manner which will fully and 
accurately present the results of the operations of Subsidiary 
for the fiscal years indicated. In determining such "Pre-Tax 

Earnings", said accountants* compiatations will adhere to the 
following; 


(1) Subsidiary's operations shall be deemed 
to be the business operations of the Corporation as the same 
existed tne oay before the Closing, and any extensions of such 
business operations which -ay subsequently be made by Subsidiary 
ano 3i. If for any reason Subsidiary's operations should not 
we carried on in soparate corporate form, 51 v;lll nonetheless 
continue to accc-nt for Subsidiary's operations as a single, 
separate entity in sucn manner as to facilitate tne computations 




V ii ) 








,i sna__ ^e made to Subsidiary, except 
.t'.y -ttrl. _tnbIc to the operation of 


• •• :>uc£ioiarv'c 

v,—_ ■ ■ • 

.* •». '-XT 


■ —o _..Cw . «... 
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iecwoen Subil 
i-cfildiary cr 
z'.‘e rawcs r.cr 


(iii) All trCuiBadtldns dhd business dealings 
ildry ahd *1 Ahd between Subsidiary and any other 
• any division of 31 shall be accounted for at 
'.T.ally charged co third parties for similar work 


or services; 


Subsidiary' 
lw5 ocher s 
the appropr 

'?■* A 7' «A* ' 


(Iv) If any cash is either taken out of the 
3 operaticn or contributed by Subsidiary to 31 or 
ubsldlaries. Interest shall be charged thereon to 
-iate party at the prime rate then being charged by 
y Bank, Philadelphia, Pennsylvania, on corporate loans 


(v) Subsidiary's assets will be depreciated 
on a straight line basis, regardless of the meinner in which 
depreciation is treated for tax purposes; * ' ‘ *• •• • 


(vl) The basis of Subsidiary's assets will 
not be stepped up for book purposes, regardless of whether 
such assets are stepped up for federal tax purposes; 


to S. Sim Xsssler 
hereto as Exhibit 


(vll) The salary and all other benefits paid 
pursuant to his employment contract attached 
and to all other employees of Subsidiary 
as part of the cost of Subsidiary*s business 


operations; 


S 


after 


(vlii) ?ra-t 




X earnings shall be computed 
payment of all taxes, Federal, 


cr 
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(c/ fs.y~er.t aC Aadiolor.al Corislderation ty 
w:*4 or bsfori- «.ctoocr 31, 1971, Subsidiary will cause to be Issued 
<ir.o/or tra.'.u-’crreo to I-'.essler ar.d the other shareholders of 
Ccrporatic.*., pro rata, s-bjeot to the provisions of Subpara-raph 
j-ovc) cs_ov;, that r.u.T.ber of additional shares of 31 Stock (valued 
as provloeo in tubpara^raph 15(d) below) which shall be equal 
bo ten (1C) tines the average Pre-Tax Earnings of Subsidiary 
tor tne flsoa. years 1570 and I-#'’!, as deternined by 3i’s 
accountants, h'otwithstanding the above, in no event shall 31 
tra.nsfer to t.te forr.er shareholders of Corporation, pursuant 
thereto nore than ^^,8C0 additional shares of 31 Stock (not 
cOi^n^xn^ w.ne snares .neld In escrov;), unless there has occurred. 

In such per_od, a stock split, subdivision, stock dividend or 
recapltaj.luatlor affecting the 31 Stock, In which event the- iiuaiLc** 
oi shares issuable hereunder shall be proportionately adjusted 
to .take full allov/ance for such stock spilt, subdivision, stock 
dividend or recapitalization. 

(d) Value of 51 Stock . The 31 Stock, to be 
xssued and aelivereo to Kess^-er and Corporation's other share— 
ho.4.>.>e.'s _.^u^‘c..anto ouoparagrap.n 15(c) above shall be valued 
at the average closing price cf such stock on the national 
securities e;-:c.*.ange on v.'hlch it Is traded, or if it is not so 

average of t.te high Eid and low Asked price 
of tne 3i itoc.c on tne cver-the-cour.ter r.arket (as deter.-nlned 
by t.te average cf a__ s-c.-. prices quoted in the "pink sheets") 
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holders of Corporation additional shares of 31 Stock pursu¬ 
ant to Subparagraph 15(c) above unless and until they are en¬ 
titled to receive thereunder,and Escrow Agent has therefore 
duly redelivered to the.-,all of the shares held In escrow; 
however such shares as are redelivered from escrow by the 
Escrcv; Agent to Kessler or other shareholders of Corporation 
shall net be ccunted against the specified naxlmum for Addi¬ 
tional Shares of 31 Stock Issua^-le, contained In Subparagraph 
15Cc). In the event that no Additional Shares are Issuable 
under the terns of Subparagraph 15(c) or that the number of 
shares to be Issued thereunder is less than the total number of 
shares held in escrow, such shares ,or the part not to be re¬ 
delivered, ^.all be transferred by the Escrow Agent to 31, and 
Kessler and the other shareholders of Corpoi'atlon shall have 
further rights with regard to such shares. Including without 
limitation any rights to possession or ownership, the right to 
vote such shares and to receive dividends thereon. In such 
case, 31 shall have no obligation to Issue any further shares 
to Kessler or Corporation's other shareholders pursuant hereto. 


> 


(f) Accuisltlon of Subsidiary - Escrow of Stock .,. 
If, prior to the tine Kessler and Corporation's other share¬ 
holders receive any additional 31 Stock to which they may 
oe entitled hereunder, 31 deter-tines to merge Into, consoli¬ 
date with or cthorv.’lse enter Into a plan of reorganization 
v.'lth any other corporation, or proposes a plan of recapltallzat 
pursuant to •.-.•nlch Kessler and the Corporation's ether share- 
noldsrs nay resolve adiltlonil payments of 31 Stock in the 
fern o:' oos_rltlos cf suen ctnor corporation, or securities 


...» “/ ._ . ^ 


ooa, ”1 ■.'111 .not oensunnate such reor-anl 


ne consent or .'.ess-o; 
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wlwhcut (a) z'irst havlr .3 obtained a ruling of the Internal 
Revenue Service or an opinion. In forr. auid substance satis¬ 
factory to Xeooler, or counsel satisfactory to Kessler, to 
tne effect tnat the receipt by the Corporation’s shareholders 
of such securities will not be a taxable transaction to them, 
or (b) first deliver to Kessler certificates for the naxlmum 
nur.ber of shares of 31 Stock as set forth In Subparagraph 15(c) 
which could conceivably be due to all of Corporation’s share¬ 
holders under this Agreement, but not theretofore Issued and 
delivered to them, whereupon such certificates shall be delivered 
by Kessler to the Escrow Agent, duly endorsed In blank by Kessler 
or accompanied by irrevocable stock powers endorsed in blank, 
with the customary signature guarantees required by Escrow Agent, 
such shares of 31 Stock to be held by the Escrow’’ Agent in escrow 
and delivered to the Corporation’s shareholders at such time 
and In such number as provided for by Subparagraph 15(c) above, 
and thereafter the balance of such shares to 31 . 


In the event that securities of such other cor¬ 
poration are substituted for the shares of 31 Stock, the number 
of shares to be delivered to the Corporation’s shareholders 
by Escrow Agent shall be determined by and based upon the 


rate 0 : excnange c; sucn sn 


for shares of 31 Stock as 


provided in the plan of merger or reorganization cr the re¬ 
capitalization. If any sucn shares of 31 Stock (cr any sub¬ 
stituted stcck cf such ether cerporatien) are placed in escrov;, 
the Corporation's sharshclders shall rave the sa.me rights 
with regard to such stoc.-; iz provided for in S-bparagraphs 


a 
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SECOND AMEND.'IENT 


THIS SECOND AMENDMENT nado this yi.'*^ay of 
1970 to an Agreement and Plan of Reorgan 1 ration« 
dated April 25, 1969 and amended on October 21, 1969 
(hereinafter called the "Agreement"), by and among 31 
C0MP/V;Y - INFO’UIATION II.'TERSCIl'NCE INCORPORATED, a 
Pennsylvania corporation (therein and hereinafter called 
"3i"), SCIENTIFIC LITER/vTURE CORPORATION, a Pennsylvania 
corporation and a wholly owned subsidiary of 31 (therein 
and hereinafter called "Subsidiary") , SCIENTIFIC LITEIUiTL’SE 
CONSULT^^TS, INC., a Pennsylvania corporation (therein and 
hereinafter called "Corporation") and S. SIM KW GERALDINE 
KEESLER (*-'-ar'’i»',nnd hereinafter individually and collectively 
called "Kessler**) . * 

w T m M v> C c; £ 7 « . 

Pursuant to the terms of the Agreement, Corporation 
was merged v.’j.th and into Subsidiary. Subsidicny has 
succeeded to all of tlie business and activities of Corporation 
and has continued to be managed by Kessler since the date 
of such merger. ‘ . 


32,000 shares of the Comr.on Stock, Class A, par 
value $.10 por share of 3i (hereinafter called "3i Stock") 
were issued to the shareholders of Corporation at the clcsir.g 
under the Acjrccr:;cnt and 12,300 shares were held in an escrc.: 
fund pending Subsidiary's achieving errtain earnings durir.g 

the period of its op'erations frem the date of the merger 
through Juno 30, 1971. In addition, the shareholders of 
Corporation might !jec&-.o entitled to receive, under the terms 
of Paragraph 15 of the Agrecnent, up to 4-5,300 additional 
shares of 3i Stock dependent upon Subsidiary's earning record 
during that s.ime period. 
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The operations of Subsidiary from the date of the “ 

merger up until the date hereof have satisfied the parties 

that Subsidiary will achieve the necessary earnings to entitle 

the forncr shareholders of Corporation to receive the maximum 

number of additional shares and that it is no^y in the best busin 

interests of the parties to combine the operations of Subsidiary 

with soma of those of 3i. The parties therefore desire to 

terminate the cscro;-/ of the 12,800 shares euid to issue all of 

• • 

the additional 44,800 shares to which former shareholders of 
Corporation might become entitled under the terms of the Agreenc 
simultaneously with the execution of this Amendment, provided, 
however, that certain, restrictions will be placed upon the 
transfer of the shares issued to comply with pooling of 
interest'requirements, as contained in Paragraph 13 of the 
Agreement, and for other purposes of the parties. 

NOW, THEREFORE, in consideration of the above 
premises and of the mutual covenants contained herein and in 
the Agreement, the parties hereto, intending to be legally 
bound hereby, agree as follqv/s; 


1. Amendment to Parncraoh 13. 

(a) Amendment of Provisions. Paragraph 13 of the 
Agreement sliall hereby be amended in the follo'wing respects: 

(i) The legend on the share certificates for 
1,188 and 4,305 shares respectively, described in subparagraphs 
13(a) (iii) and 13(b) (i) restricting their transfer prior to 
Kay 1, 1971 ,sliall be removed and of no further force or effect; 

(ii) The legend on the share certificates for 
4,BOG shares described in subparagraph 12 (b) (ii) restricting 
their trans'fer pricr to January 1, 1972 shall be modified 



« A ^ 
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3i COMPANY / INFORMA'i INTERSCIENCE INCORPORATE!. .NO SUBSIDIARIES - 

CONSOLIDATED BALANCE SHEET 

|une30,1972 and 1971 — 


ASSETS 
Current auett: 

Cash (itKfitding $60,00C crrtincate of depotit in 1972) . . . 

Cath of deposit) used fur business acquisition 

in August, 1972 (Note )0) . 

Notes and accounts receivable including antounts due from 
affiliated companies at )unu 30, 1972 and 1971 
of $ 11.422 and s 12.397 rcspectivdv. 

Other current asseu.. 

Total current assets. 

Imestments. at cost and advances M affiliate^ companies (Note 3) 


1972 1971 

$135,840 $ 20,190 

190,000 

181,392 131J9S 

9,195 18.774 

516,427 170359 

95,000 115 300 


Fixed assets, at cost, less aevum dated depreciation and 

amoniaation ot S )'j3.144 anc i61,436 rc^pcctivclv (Note 4). 160,059 85^49 

Data bank licenses, a: cost, less accumulated amortization of 
$16,454 and iS. -03 respectively (Notes). 8,152 1,016303 

Other assets. 26,354 16,230 


$805.992 $1.403.841 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current liabilities: 

Current installments on long-term debt (Note 6) . . < 

Accounts payable . 

Accrued liabilities.. 

• ^ . ...>c.’» . ... d . ., 

Long term debt (Note 6) . 

Contingencies and commitments (Note 7) 

Stockholders* equitv (Notes 5, 8 and 10); ^ 

Common stock Cusv A, one vote per share, par value 
$.10 per share; authorized 3.000.000 shares; 

1972, 2.485,916 shares issued less 25,000 shares held 
in treasury at no cost; outstanding 2,4c0,916 shares; 
1971 issued and outstanding 1,571,770 shares . . 

Common stock. Class B, six votes per share; par value 
$.10 per share; authorized 330.C00 shares; 

1971 issued and outstanding 10.1,475 shares . . . 

C., lUl in excess of par value . 

Deficit. 


$ 55,000 $ 108,537 

82,095 113321 

55332 55,874 

JOT 927 277,632 

453374 205396 


248392 157,177 


7,196,086 
(7,284.787) 
159,391 
$ 805.992 


10,348 

2,753,024 

(2.000.236) 

920313 

$l.403.S-:i 


The accumpanym.g notes are ar n’.cg'jl part of the financial statements. 
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CONSOLiDATCO STATEMENT OF LOSA AND Of FICIT 
for the ycjrtriKJed |unc 30, 1972 mmI 1971 


. S 637.243 


Cost and e\penv;t; 

Coil of revenues. 

Selling and Jdniniviraiive expenses 


Data bank system development costs 


Operating lossbvtore amcriic^tion of irungiblc assets 
attributable to business acquisitions . 

Amortisation of ir.tirg bl: assets attr butablc to 

busir.ossacquisiiiar.s . . .•. 

Less before e\;r.iord njrv items. 

Extraordirar*. iters: 

Costs of business actMj >..tons att'ieuijbie to 

inta.ngibie ass.ts iNvte 2l. 

Cost of inve'trr.eit in data bank licerWiNote 5) . . 

Gain on sale of ivha’l\o.vred subs.Jiar os (Note 2) . . 

Lots. 

Deficit, beginning of > ear. 

Deficit, end of > ear. 


Loss per share of common stock (aver.ige shares outstanding) (Note 8): 

Loti before extraordinary items. 

Extraordinary items. 


829,275 

625,886 

1.455.161 

1.455.161 
817,918 

163,293 

981,211 


3,303,340 

1,000,000 

5,284,551 

2,000,236 

$7,234787 


$ .45 

1.97 

$ 2.42 


$1,052,657 

975,650 
479,861 
1,455,51; 
— U.8^. 
1,633,720 

581,063 


581,063 


543,787 

1,456,449 

$2,000,236 


CONSOLIDATED STATEMENT OF CAPITAL IN EXCESS OF PAR VALUE 
for the years ended June 30,1972 and 1971 


Balance, beginning of year. $2,753,024 

Increase arising from transactions in common stock. Class A: 

It'ued in connection with acquisition agreements; 367,671 shares. 3,621,840 

Sold, net of related expenses in 1972 of $25,415; 

362.500 and 25.0C0 snares respectively. 663,335 

Issued in connection with options and warrants exercised; 

25.500 sha.es. 53,700 

Conversion of notes payable; 50,CC0 shares . 95,000 

Issued in connection witn settlement of lil'gation; 

5,000 shares . 9.187 

Balance, end o: vea' .. 


$2,649,274 


103,750 


9.187 

$7.196.CS6 


$2 753.024 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
^ Itor the yean ended I une 30,1972 jnd 1971 



Uic ot Working Capital: 

Lott before extraordinary items. 

Items not requiring working capital: 

Amorti/Jiiun of inijn;ib!c assets aitribouble to business acquisitions ,. 

Depreciation and amortization. 

Common slock. Class A isiucd in connection with settlement of litigation . . . . 

Working capital used in operations before extraordinary items . 

■:Jxtraordifury i'ems requiring or (providing) working capital: 

Gain on sale of wholly-owned subsidiaries. 

Working capital umtO in operations. 

Cost of intarjirij .is%ets ai'.ributab'e u> business acquisitions. 

Decrease in l•'lr :•;erm debt . 

Additions to ti\cd assets . 

AdvarKes to afi.'uted companies. 

Working capital .. 

Source of Workir.z Cap- 1 alr 

Value of stock issued for b-jsincss combinations . 

Proceeds from sale of common stock, Ciass A, rict of 

expenses and exercise of stock options and warrants . 

Proceeds from issuance of notes payable subsequently 

comerted into common stock. Class A . . . . .. 

Increase in long-ternri debt. 

Odier, net ... 

Working capital provided... 

Inacase (decrease) in Working CapiUl . . ~... 

Components ut Cnangcs in Working Capital: 

Inacase (decrease) in current assets: 

Cash.. 

Accounts receivable .. 

Other current assets . 

Dcacasc (increase; in current liabilities; 

Current installments on long-term debt. 

Accounts payable and accrued liabilities. 

liKrease (decrease) in Working Capital. 


1972 


$ 981,211 


(163,293) 
( 53,286) 
( 9,687) 

754S4S 


7S4,94S 

3,466,633 

41,524 

115318 


4,378,920 


3,658,607 

755335 

100,000 

288302 

6,449 

4,809,693 
$ t30.r/i 


305,650 
49,997 
( 9,579) 

53,537 

31,168 

S 430,773 


1971 

$ 581363 


( 31303) 
549360 


( 37376) 
511384 


5378 

2,500 

520,462 


106,250 


205396 
9356 
322,102 
$ I I9e.360> 


( 16352) 
(198,891) 
5346 

(108337) 

120,274 

$ (198.360) 


Current assets 


Current TabII 


;t:es 


Warkl.-i capital (d.ricier.cv) 


June 30, 


1972 

$ SI6,*427 
192,927 

1 323.530 



$ '107,273) 


I 


V 


* 1971 RecLssifiau for camparitiee p'-.TOses. 

The accamp.tnv irg notes are an integral part of the financial sutemenis. 
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H COMPANY/INFORMATION INTERSCIENCE INCORPORATED 

NOTES TO CONSO3.I0ATEO FINANCIAL STATEMENTS 


I. Optriiiont: 

•' Company lor ih. y.o, 

IMM JO. 19 : .cui.j ,a ,on-uur 

M .'n X ' . >-•'*•*«. In 

ou^. arjifi- i-Jy'tJ all in* 

ri. h ’aw.v.v vvucj S»sum Corpofanon 

(tr, Vji, ly , ' ' is'Js ill i'.sifnt^ani anj inJunrv 

(*c« Sale 19 to S msoi JatcJ In.nnal >lal(mcni.|. 

jTj lo-^ sr-ssyi ..aijaiiiA ir.* ptoiiiabilily 

s»- m o ' ■ : ^ •• • •• » s .ar.. j i-.« ^o.u to 

insin^i’ 

^Tts.aC-"'?. V- ' ~ ''•'r-.i-i arrariymmif 

comrjjr JO- ,s' • ; ’'••'■•• Ir-a-tj lor ll-f 

“j- r. ' . ... -- «•«!. Ih*,. 

# * * ».♦, Cbi'^rjoy i orcTAiirr< 

fbwu.fbn^r.b it: jj i 


2. Pftncip!#s of ConH>ti(i4tliifi: 

*tanfn»ni» imluJ* the ac soon it of 
lt>« Company jrJ iit lulnidiirirt. •ss'nr'iii vi 

Th* Com^am j.-ouned tubtianiiaflv all of ih* butiiWM and 
tu„% of Into-mat on Company ol America a7d ln“oT,rali« 

tniefcsi tn Aatl prior lo ACQUiMUon, 

**'* lot by ibe purchaM 

d^ie. of To . »iil»m.ni, from ih! 

lo I \ * ’■"I* >» common iiaa 

Ind ffcoin ‘il'' ' *■“ »J.053 9<7 

fr.?., «' «'‘C»» ocooiyiiioni in cxcu oi nei 

mipwl'selt*.*'" ”’60.904 and 1501,729 


T^ht value a«i<n,d lo the ICA otooiyition »at deiermined by 
m.k\ t.Tu,j h '7 6v valu.nA the Ciav. A common 

vitKiv is^upj bj^cJ «?on i't isttuc mjfWei pr.ct of 117 It 
dunre the peiiod oi nejoiia.ion (Apr.l ihreua-i June 1971) 

va.s uiii-.m 93 d.u» a(ur ir.e Jsjuitinon. al ine iserace 

; 7. O' Sv Sevjriney anJ Eyefanje 

aioT.Z :; •" ' -'•'soo-i of SO irom i‘e 

a-orcmeniio.y.J n^vei pi,.e. m.- ;,,.j 

^auioion O I,..!.-..) ... r, 

Ti.e Coi-pjns esi.tuy^j j„ 

“••■'• ..J jj. ia-; .... I.ji ...aj 


• f.» . ’, 


?;•»: V .*,« 4»» ,r:j u> tfcbc 

••^J.o-bJ r. r*M>w..9 c 

** • * • li i ^ I ijj 

’ >'i It, V jp^ .. 


‘ ^ I «j} 

• U‘J 4n 


Kcvtntftt. 

Lom bcfprt r«ir4ortflrtjry litm* 
Loh p«f ihtrt btfort 

Mlrtortfintry ictmi . . . . 


Vpgri Cndpd |uim 10 

I*Z1 1*11 

. I «19,4M II,J03,)I2 
. 11,014,747 t 9lt,ll7 


“• ‘^9 Company Mip 

of lit tubbdiariet. Trenion-Nottao Servic* Oureau ITNSl 
Inc.) and Svsian. Inc. The reiulii ol operaliony of T N * 

^■M^!h**ri '"‘iMl'* «"*o';4il«d eiai.ment rt’toi; 

•• Mif^n ii, If7l, iht of AAi# TMca tm* 

•* coiHondiied rm^ii;* Ul ’or^'JCSi 

Vm-rroi- Jron';:uv%-i?. 

during ihD tndtd Jun« |0, 1970. »v*Un. Inc. 

3. AfflUjitd Compinipt; 

mrrey'eMV':n*'’Vn,.“m.r.'f ^priyimT.ly** 

•ewarch Corporation lOalapre). 0urin| ihi y',,,*^ 

» ^ ‘"J'** *' ®«apro eSmmin ««: 

f.n4“;:tr;w,U“V).“' <-»•'•»•«> .onb,iida..d 

'"come (unaudlltd) of 142,000 for ihp ii> 
month period ended |une JO. 1972. Due M prm Mnnj 

TJn "'Si ‘•I'i'*"** ^ 

««UHV Of »IOj>.000 ai June 30. 1972 In iHn MAniAo. ^4 

faM**liri*"*‘ijr* ** '"*•“'"•"1 lAirty UalM ill valM 

‘’"W'tf^ed financial «««n\„u !w 

Mwgnmtni of th« o«ncrflTip « colUitril 

nnincing 4frArtgtm«nit lubMoutot to |ufM 10, 1972). 

l«»"7rcjc«'M«ro£tiisri*^^^ 

CK.U -,7 “■ 

1. ri«ed Am«i and Otpratiallon and Amonlioiion fancy; 

Company and ilt tubodiorici proyidt for deatecijiKin 
Mid amoriiaalion principally on iha Mromhi-iint maihod oyer 
ihe etiimoicd uieful liyei of Ihp atieit. 


The compotlnon of fived ouaii It at followi: 


Machinery, furnliure 
and equipmeni . . . 
Ctaioliold improytmenu 


iMlmaied 
Uteful Lift 


.5141.704 1 70,122 HOyeart 
' 997 74.54J Life oi leott 

1241,201 $147,115 


««««p« 4 rj 914 /.if) 

Lett AtiumuUied 
d«9rtCi|lion arrd 

emofiUAtion. 103,144 gi .434 

5. Data BayL LuenMi 

co?i of‘‘j,ia‘’'i,'7 •* >>> •f".fl.:e :ne isqa.vt.an 

N -I*. I ‘“s' '' r r* ■* '=>» 

4 --I yi " " " “ * '"■'-J' '«.•• m.-ai-ej uyj.r i . 

,V . ’ ‘ ■ s -4 10 Ofs.-.'II, - 

r' . '.|1 iie uecmej noi M •. 

Ji' ■ . ' ■ ’e o-c'al.cn. f'evi cotit are a- 

iri* • t . ,af : ‘ei 


■n» ■ V —k'..ai 
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NOTES . O CONSOLIDATED FINANCIAL STATEMt. iS 




evchniv* ri^hi «tiMn ih« UnMvJ Suie% la marlMt infofmj- 
lion M.'>tit.vi liiKn C\ccfpu'> ti-iu bjoli of »>iom«IWJl 
Mornijlion. Thf Compjnv 4i ll» npnoo mtv txlcml Ih4» 
•frccnicnl l«> I‘>i4, cotnnwnvin;*, •till Ui« vej» whkh tKiim 
luiv I. 1973 . ll'« pivmcnl •>( jn annuJ Ice (iniUJiv 
ilOO .060 iiKtcaho; 150^00 ^nnuilly iherriilcr 10 * 
Huximom ul SiOO,Ul>0) Mui Ihc i»u4nt.«. oiwiujHv. of 
^ililion^ thxci of CUy* A common ttock ohote markel 
value. M «l«finc<l in Ihc ecrcemcni, cqulK 7 pecceni ol the 
Compjnv'i convtliJiied texc.'jty loc Mich flKal veai. 

The Compjnv hj» rot yel i..miiti.'ii irc quKicrIv inMjMmcni 
of <35,000 Ouo by September 30. 1972. The Company may 
lerminaic the ji'temeni on June 30 ol any year by odyance 
notice to Exccrpia. 

The it.'"'jO.OhC' c-y-f yharcy of Ctt*« A common >latt. 

taueJ in I9n'i ^-j 1970) o> oblainirc thiv data bank lu'cn>c 
hat been char.eJ to «arrcni opeiaiionv at an extraordinary 
ten. T'li* amount y^t deemed not to be recoverable throufh / 
future o.yyrjt.o'y eccaavc ol i.ttf ijyt.t yuylainml and thc'^ 
annual fve oS . •I'am l:•.•.r the pr..yeni actvcment. Manaee* 
meni it cir'.-*!.'. •i.t * t ynih txccrpia to reduce the 
Comran*.'y .i.iv't' ■- .'fc-ccn' biitt.cy it veil at the aforemen¬ 
tioned tiran.ut o;i .liicny jnJcr i.i.y acrccru-ni. Tne »olure 
oper.iTionjI t!i!j» ci f .c.- t.'y.cey it dependent upon the 
•utcon-.e or ihct« ny.oi.aiiur.v 

C. Lon|-Terrr, Ochir 

A iummary of lonc-icrm debt at tune 30, 1973 it at followt: 

Note pacaole to bank due (uk 31, 1973 with 
Interctt at 2. - above the prime rate (tee 

note 10 to coniaiiujud tiruncial tialcmcnti) . . <175,000 
9.S?i deferred payment aarecmeni due in equal 


monlhly intlallmentt throush 

September 1, 1973 . 6tJ72 

S4f( convertible tubordinated debcniuret 

due October i1,19SI.. . 150^00 

4*5 convertible tubordinated |f<4enturet 
4iyn lulv 1416 incf'idinc accrued 

WtUiMal )uni30. l973of <5,902 ..... i * 

S08.174 

Lett current Intullmentt . 55,000 

<4<3.174 


The deferred payment afrecmcnl it coliatcraliicd by Ihc 
attclt of the Company. 

Vhc t.6*> and i'.'i debentjret may be converted, at the option 
of the holdcrt, into 30,7 55 tharct (i4.S9 per vhare) and 
6,131 tharet (117.50 per thare). retoecli-.elv, ot the Clast A 
common stock of the Company. The Company hat the riihi 
to defer rep.iyrvent of onc-lhird ot the principal amount of 
•jeh htue for one year and an adJiiional one-inird for two 
years beyond ’.he indicated maiuriiv date. Interest will be 
payable at 9 . per annum during any exlention period. 

Under terms of the atreetrenit. the. Company may redeem 
{.he debentures, m whole or in pan, at an> time at tOO'j of 
the principal amount plus accrued inurol to the redemption 
dale. The debentures are tcoorcinated to indcbiedneyt lor 
bjirowea ; 'J .'•.un:, fo’ iCu ,'me'il, yud,'' o or 

data or r ;-ij t-.-eto. cur'cntle existina or ncrcafier incurred. 

Inicesl si'all n<ii ec paid on t ic S.S .- Jibcptiarey p'.or to 
0.;.''' '‘>'4. T J C.-np.ny J J aCC'ur mtete*: on 

t*-.;,; d ’lntu f. iwe nj'.e 5 or c'n..-.i,yn or keruin 
i,.-.- . ..I. lo Ijn. ji. !.•*:. r . C.—“any ' 1 . 

e'.ctya. t '.* t.. **i 01 i a ■ ..’ey, to p. .,* 0 *e 

ai; p.- a. l.•i»..y; •*. 1 l»>. 31. - j' • t J.acc 

lo'ciyf-m ut.'t i.ictude* interest acyiu.u liiereon. 

—'•■nan-.- 

r: 'd ee.;rm.-it -e .ui-e 


anrstul payments of <134/100. These icasev expire in May 
1974 except that the Company has caiKclIatien nehlt, vriih 
certain penalties, in April 1973. 

Commitments for the rental of office space in the next riscaf 
year arc approximately <50,000. 

The Company h neqiMiatint the icrminetion of existing 
emptovmrni agreements with three of its oftUers, allhouch ii 
is presently planning 10 continue the employmeni of these 
iisylrviduals. These jqrccmcnts arc for penods ot up lo two 
years and rcouire, amony other ihinys, payment of annual 
compensation a'aire^aiini <40.000. In addition, the employ- 
mem contracts tor isso other officers were icnninaicd 
oibscqucnl to |unc 30, 1972. The Company is alie 
itcjdliiiina an employment acrrcmcnl with Its Chief Cxecu- 
lisc Otiicer. It is expected that this cuniract will be lor a 
period of two years and wiH reauirc, among other things, an 
annual ulary of <45.000, and wUI provide for the iswance of 
100,000 shares of Class A common slcKk at <.50 per share 
undw a nonqualified stock option. 

Certalfi stockholders have the right to rcqueit regisiraiion of 
OaM A common stock ursder the Securities Act ol 1933. The 
Company agreed Id absorb registration cosoy <vhcn requested. 

The Company has cntefcd into an agreement ssilh a 
stockholder to issue 7,500 shares of its Class A common 
stock in exchange for cancellation of that stpckholdcr's rights 
to require the Company 10 repurchase or rc;iy|cr 30,003 
ihares. The rigiiu. previously granted to certain stockholders, 
to require the Compjnv to repurchase 46,446 snares of its 
Class A common stock have terminaiad durbif the year ended 
lime 30, 1972. 

The Company has incurred costs for profeulonal services of 
approkimaiciv <40,000 In connection with the acquisition of 
Maucbly Wood Systems Corporation and the proposed 
acquWbon of Digital Resources Corporation. These costs, 
moet of which were incurred subMOueni to )uhe 30. 1972 are 
not recorded in the accompanying financial staumenu. 

Undor financing arrangements subsequent to |unc 30, 1972 
the Company hat auigned its ownarship interest in Oai^ro 
Keiearch x,urpora.vun as to<>w,«ial and has aiwowi ua 
warraMs (tee note 10 to consolidaud nnaiKial statemanit). 

I. Capital Stock, Options and Warrants: 

In accordance with the Company's qualified stock option 
Pfsn, options may be granted to key empioyeet prior 10 
September 30, 1977 to purchase a maximum of 600.000 
shares of Clast A common stock at not less than fair market 
value at the date ot gram. At |une 30, 1972 there were 
32742$ tharet yvhich may be (ranted prior to the expiration 
of the plan, providing an equivalent number of authoriaed 
attd unissued shares are available. Tiie options expire live 
years alter date granted'^U are exercisaWI as determined oy 
the Board of Oircciurt which as to yhares currently under 
option it principally on a cumulative basis as follows: 
Onc-lhird of Hie tliarcs can be exercised after eight months 
from the date granted and onc-lhird after each eighth month 
period thereattcr. 

At lune 30. 1972, options were outstanding to purchatc 
27,150 shares (of which option tor 475 shares we-r 
exercisable at that daiei at option prices from <3.75 to 
<22.75 per snare. During me year ooiio^*. lor 53,000 si'a'ss 
were issued, options coserine IS.OOO snares were exer.isei 
and options cosermj 9,6w3 slures were ».ancel ed. .No ciii:C>.s 
were Tade to inco ne m .onncction with tne ?ian. 

Warrants to purcr.a>« 103,000 s,hares of the Company"s C .-s 
A common stock at pr-ees iron $2.00 to $5..'7 ;rr share . < 
outsianji'g at lehc 30. 1972. Ou'ihy the year warrants :j 
were i-sued. hiii':«.0-ily to cua'a" . • 
o' ""c ba ■. n.jie pavahie s2.'.0 per sna.e mj warran:- 
fjrchtse 7,.t2u Sh.re, at se.r a .'at .hi e w..c c-arc-. J 
outstanJ.hj warrants expire as .u-ows; 30.c>} in >1 .1 
197.1. 3- : 1 - I. -ujry . '.-a a- I 35..OO m feoruarv i-*' 

(ica • d»;;a ' ■■■*-. ji .1 .i.-Ti.nit rcr w.,. • 

:• b; I.' Iwi 30. I•'•72 in .onne.tion 


* Cv .•"•.les Jhj C )“ 

I. -h e-tC . 


•a 


si ■ 
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|he rc^ef»»d an of 167,079 Wiaret of 

t' .rt A fcOrTnn »tj>k l.ii ti*^\riM.iri (•fivil. :i'» nl lunvctlihli* 
,.,.•01 Ji'ijird Jcbciiuio jnd ilic ekcrti>c o( iiulMjnJmic 
.-rtd.mt jnJ waiunu. SubM^COil to |jnc }0, 1972, 

•■ti'it v-trt i>%u<J urOTi kunvcrtion ul $52,2iO ul i.h", 
J':un:urc%. Al.o, it it cvpcttej that a nona.iali'idl tiotk 
(ur iO.OOJ t.iarc> kiU bi; {ri;itfj 10 jn u'likiT ol ihc 
C^tipanv (>»e now 7 10 contolidalcJ fiiuncial ttjwmcnl\). 

Daf-nii the year, a fo«i"ef orhccr conti'butrd 25,000 <harei 
.1 C»a.» A tonmoo ‘lOiV 10 the Co-^pjiu and li)3,4T5 
.-a «* ot CiJM B toTTOT stuck hcJ o> il-c o'tictf »«re 
.unverU'J ir.io Class A, all in acco’dar'ce with an atreemeni 
.'•UJ Tchfuj's 9. 1'**2 ».‘*fr<in if-e e^n’ot neni of the 
i- ’icer was term 'auj and ouistandi.*,; maitcrs between ine 
u-icef and Corrpaiv were settkj. for other changes in 
• .-.ti-j.'.; sr.are., .-j Co'-ci.da’cJ Siatcm.nt of Capital in 
Csccif of Par Vatae. 

options and warrants were not incItJed in the 
ai'-uliiio.-i of l ?\. par t ,jre since ifi narkei price of the 
Ci-i-* A CJi^-non >;o.i. is cir-cntlv less than the related 
<s<'.,ar prices. 

TeJcial liicotre Tase*: 

\r >0, 10*2 •-% fC't Carrs fo'wards of approximately’ 
S2. ^.■..'•'2 we" - . ■ * a 'o e I .’jie fcjeril laxah'c 
'■’e siithm t:,e ( - •....•■» o. a : Can •• ra^uiaiions in ir.e 
e..n; irai ncorrj p .c-r :j ’r.ci' : .atiu-n i> s'.tiivient to 
rif“*.t l.'.cir u(.ii.al-an, 7-e carr, re• w jrjs v.ill expire as 
'o-iows: 


$ 23 -:,c:o 

272,000 

641^)00 

690.C00 

118,000 

$2,655,000 


10. Subsequent Aequisilion and Financial Arran|cfnenii: 

Ae^uitition: 

On Aususl 16, 1972, tlie Company acquired aU of the 


ou^isundint Mock of MaucMy Wood Systems Corporal ion a 
whollvMswned xubxMli.iry ul Oisilal Reumrees Coepoialmn lur 
$I9U,000 m yaxli and liiy issuance ol 
35,000 shares of Class A common stock. This acquiM'iun wdl 
be accounted tor by the purchase method wherrhy the value 
of the consideration t(isen will be allocaleJ to the net assets 
acquired. A portion ul I'le atcrecaie acquisiiion co>i will be 
assigned to iniapcble assets, which amuuni will be ratably 
charged to operaiions in ihe succeeding years, 

1!“ tinanci.il statements of Mauchly Wood at ‘uly 

31, 1972, rc-'lecl'd nei assets of approximaldy $152000 
eluding workinc capiul of $97,000. For the year ctided 
October J1, 1971 jod the nlitt monshi ended |tiK 31 1972 
revenues were i92:.'2C0 and $587,000 and losses from’ 
operations were $205,000 and $66/)00, respeclivciy (all 
amounts are unaudited). ' 

The Company is in the process of ncgoiiatmg for the 
KquisiiiiM of the business and aswti of Digital Resources 
Corporation which it engaged in compuiqr rrlaled icryicev 
finjncinj 0 rrary,-mtnn: 

During September and October, 1972 the Company borrowed 
an atgrrgtle of >200,000 from a siockhotdei in exchange for 
(1) a note payable on March Jl, 1974 with interest at 7>jf| 
per an.nurn, (2) the atsi;r,ment of 127,104 shares of Datapro 
< ‘“"’PJ'iVi interest of 27', consists 

of 255,581 shares) and 80‘> oi the capital stock of .Mjuchiv 
Wood Systems Corporation, a whollyowncd subsidiary, at 
collateral and (3) the issuance of warrants to purchase 50.000 
Shares of Class A common stock ai $1 per share for a period 
or three >*ars. This note payable would become due and 
payable thirty da\s after the sale of Datapro flock, if such 
sale it consummattU. Ai present the details of this uan>aciion 
*rf coni^ncd in Icueri OJ understanding. 

In Addition, nn October 13, 1972 i stockholder rnufd j letter 
of commitment to purchase I2i.000 ihAfes of CUm A 
»i0,000 ($.40 per share) within ninety 

On October 20, 1972 an agreement was reached with the 
** extend ih.e loan due August 31, 1972 to )ulv 31, 
comideraiion thereof the company wiU ««ign 
100,000 shares of Datapro siock as collaieral. Stockholders 
continue to guarantee the payment of this loan. 
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The Board of Directors 

3i Co,npany/Information Inicisciencc Incorporawd 

tximifhrd the coTivol.datrd bjlerKc iheet of 3 i Companv/lnformation InlerKience Incorporated and subsidiaries as of lune 20 
t. 1 2 jr. J t.ie rca jtwu v J-., J Hit. oi os* and deficit, cjpiul in meets of par value and charees in firuncul or>Air^n fnr tK* 
men ended. Our CAaminaiion m^Jc m accoraance »iih generaiiv accepted auditing sijndardj. and accordin;t> mciuucj uich te^u of the 
awwpuniinj rocora* .nj tuen cthc- auumr, procedures as «e convideud ncc«s>arv in me circumsunces. eilipi Ve were noi^le to i«^i^ 

A yon-van .roc. issued m bus.se.s acqu.s.l.ons during the year s.ncJ7h?C^wnv q.d ^ ^'^,lrn^^ 
' n recarlcd upon Irw con«}i.Ja!.d nnanc.al siatemrnis oi in, Conpany ror the year ended )u.-e W 1971 

i’> iV ; • *•''' P'onlsd financial p.y.t!ion, result, ol operations and ^nan-es in financial position all s’ubieci 

-Vir 1 .‘ •‘••'I'^ted i.nn-pa.ny and data bank license, (2) the compleiion oMh, .^ditronai ilnancir* 

r;^ “ “• Puf^haw commitment, '.f 

• •, . ^1* i oti'J’en'ion. J tiPircal siaierr.nis have been prepared on a going-concern basis which contemplates the rcalitaiion of assets end 
. . 1 •si'p •' i’.' ''' .‘s ’ Ol . Jtinesv Contnual.on or inc bawnesi is dco.-nt.eni upon obiainirg ad.duate iinjncing and 

. .I... .y.i o,.r..iO .s. p oc.j viicu-ui".es interrupt the coninuif. ui !-e business. t.;e real aaiion of a.wrrs 

■ {~\ K. iTt“’n •‘•■'V!'-'' Du'i-; me cur tri a-id prior scars, the Company expeiien:eJ substantial Insies and at lune*io 

- V.:-;."r'‘ 'r- : ‘-j'-** ■>''’« ><> lun^ so. 19 *:. a, described in vote 10 u, the co'>!s“7a:ei 

. V*. ‘■•'..■,•'..'2 a.tc.ts m t.iew :.r.4-..ir; .rr,:n,,-se.-:s » J.-pende.nt upon tve 

... V "-n "! c' 1“ ' - ■ a..ur.j .e wi .1 r-j-j-'-iar-t s o-etJtln{ pun for the sear er.dm^ (une 3d 1973 which p. n 

' • •/' on ;n,_,rUn.treCp~.'ans and its subMd.arU:^ 

a • - ri.- .n, -a-aei t-e d.ta .sar. iutn.e a/s-.ment .sespui.-ej in kpui to b-e .dn.c.uaud t.r.nt.ai .utemen^^^^^^ 


i ’ , J 

• ^**w W> 9 wl« *«b •« ' * It 


k .' « »! b*l * iC 


'■ ■ -1 1- 't-;-.: s;.:-.--e-tk o- a 

• 1 ii . 1 . cj , 0 - pj-s j rn .\o-j [ a X,. ,, » eels at 

s s-> -t pa* sv'J .-1--.-s i-s-i-' -a-j; p t.i- >r the y ' 
1 "'.I --I.. . 1 . ,ura;... •: 1 . ,t ).nc 

■ • h:'e • . ) l.-e iy-*], alt .-n ; 

., 1 - a*. ’.-1.10*1.- 

m. .’ ai • op. ,• .>r. . 

. .'d . a-,., 1-• ‘.J )u-e :- 0 . 14 * 2 . 
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iliOTICE OF MOTION IN BEHALF OF MAIN LAFNENT2 AND CO. FOR 
A PROTECTIVE ORDER (Fll«d Nov«nb«r 9, 1973) 

•: iiNj'i'ciu r.TA'i'i;;: djivi'uic]’ cnuu'i' 

! :inU'l‘!IEHN DISTRICT OF M!:W YORK 
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ROBERT R. FELTON, 


Plaintiff, 


-apalnst- 


WALSTON AND CO., INC., et al., 
Defendants. 


No. 73 Civ. DI¬ 


NOTICE or^OT I '' ■ ■ 


S I R S : 

PLEASE TAKE NOTICE, that upon the annexed affidavit 
of Milton Kunen, and the exhlMts attached thereto, cv.’crn 
to the 8th aay of November, 1973, and upon all the prior 
proceedings heretofore had herein, the undersigned will 
move this Court at Room 1506, United States Courthouse, 

Foley Square, New York, New York, on the 19th day of 

I 

November, 1973 at 9:30 o'clock In the forenoon of that day, 
or as soon thereafter as counsel can be heard, for an 
Order pursuant to Rule 26(c) of the Federal Rules of Ci-.’ll ' 
Procedure, granting to defendant Main Lafrentz a protectl'-e 
order staying all discovery In this action against It 
pending determination of Its motion for summary Judrmer.t, 
on the ground that said protective order Is necessary to 
prevent undue harassment, burden and expense to defendar.t 
Main Lafrentz, and for ouch other and further relief as 
to the Court may seem Just and proper. 


Dated: New York, New York 
November 8, 1973 


Yours, etc., 


KAYE,SCH0LER,FI1-:RMAN,HAYS & 


'I'O; Cdim.:! I on Al l.,•^(•ll.•d I.1.-1 


'^.A M<-Mib<-r oi’i t tu' .•’'im 
Attorney - for P-'-f. iMnnt 
Main L.afront:; ^ I'o. 

<i<’5 Park Avoihk 

N<>w Yot’l:, N<-w Yor-I: lor''" 

(IMP) IM, 0-R'inn 


/ 
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TO: nOMJ';H'l’ H. FET/POM, 

Attor-fK-y for Plaintiff 
^<2 Thljvl Avf'nuo 
Mlnoola, New York 11‘301 

BREED ABBOTT & MORGAN, ESQG. 

Attorneys for Defendants 

Walston A Co. , Tnr. and Jane.s Ni.ssan 

One Chase Manhattan Plaza 

Nev; York, New York lOOOf- 

LEON WEILL & MAHONEY, E.SQS. 

Attorneys for Defendant 
31 Co./Informatl on Interscletice, Inc 
261 madl.son Avenue 
New York, New York 10016 

SULLIVAN & CROMWELL, ESQS. 

Attorneys for Defendants 

Marine Midland Bank and Joel Brownstein 

^8 Wall Street 

New York, New York 10005 

SHEA GOULD CLTMENKO & KRAMER, ESQS. 

Attorneys for Defendants Medlsche 
Referatan (Excerpta Medlca) N.V., 

Infonet (Excerpta Medlca - Rescona) 

N.V. and Eltrac (Infonet) N.V. 

330 Madison Avenue 

New York, New York 1001? 

ANDE.RSON RUSSELL & KILL, ESQS. 

Attorneys for Defendants 
Relsenbach and Ellas 
600 Fifth Avenue 
New York, New York 10020 





A 201 o( «i«viri> hy M«ll 


1 UT7 Af'l'KI.I A IP f'WIN »H<S, IN/ . 


* 


(• 


% 


U.S. COURT OF APPEALS:SECOND CIRCUIT 




Index No 


^ffl^iavlt of Sewue hy Mail 


STATE OF NEW YORK. ^'OUNTY OF NEW YORK ss.. 

I, Laurel N. Huggins, bcinfl duly <iuorn, 

deposes and says that deponent is not a party to the action, is over Ift years of age and resides at 

1050 Carroll Place, Bronx, New York 

That upon the 29th day of July 1974 , deponent served the annexed 

* in this action, at * 



attomey(s) for 


the address designated by said attomey(s) for that 
purpose by depositing a true copy of same, enclosed in a postpaid properly addressed wrapper in a 
Post Office Official Depository under the exclusive care and custody of the United States Post Of¬ 
fice Department, loiihtn the Stale of fiew York . 

iJllL... 

Print nam* banaath 


. LAUREL N. HUGGINS 

ROBERT T. BRIN 

NOTARY PUBLIC. STATE OF NEW YORK 
NO. 31 - 0118950 
QUALIFIED IN NEW YORK COUNTY 

* Breul, Abbott & Morgan-Atto^eys^or'^fiB^* 

Manhattan Plaza, New York 10005. 

Sullivan & Cromwell-Attorneys for Dels.-Appellees Marine Midland and Brownstein-AijWBBBc 
48 Wall Street, New York 10005. 

Leon, Weill & Mahoney-Attorneys for Def.-AppeUee 31 Co. /Information Interscience- 
261 Madison Avenue, New York 10016. 

Anderson, Russell & Kill-Attorneys for Defs.-Appellees Elias, Riesenbach & Sher-600 5th 
Avenue, New York 10020. 

Shea Gould Climenko & Kramer-Attorneys for Defs.-Aj^Uees Stichting, Medica, Infonet and 
Eltrac-330 Madison Avenue, New York 10017. 

Kaye, Scholar, Fierman, Hays & Handler-Attorneys for Def-AppeUee Main Lafrentz & Co. - 
425 Park Avenue, New York 10022. 


-Appellees Walston & Co. and Nissan-1 Chase 










affidavit of MILTON KUNEN IN SUPPORT OF MOTION 279. 

j; UivT'D'.ij nr,",Tf<icT courn' 

!| oOlJTlIKHN iJjr.Tr-iTCT OF iJFW yoUK 


;.01iE]:T R. FELTON, 


Plaintj fr, 


-afalnst- 


WALSTON AND CO., INC., et al., 


Defendants. 


STATE OF NEW YORK ) 
COUNTY OF NEW YORK ) 


ss. : 


fJo. 73 CJv. 2000 

affidavit TiJ SUt’POt-J'-' 
OF A MOTION FO'-’’A 
P_R£n’EC'^IVE OPDEP 


MILTON KUMEN, being duly sworn, deposes and says: ! 

1. I arr. a member of the firm of Kaye, Scholar, '' 

Flerman, Hays & Handler, attorneys for the defendant Main 
Lafrentz & Co. (-Main Lafrentz-). I make this affidavit 
In suprprt of the motion of Main Lafrentz for a protective 

order to stay all discovery proceedings against Main Lax^rentz' 

pending determination of its motion for summary Judgment, ' 

and in compliance with Rule 9(f) of the General Rules of ' 

this Court. ! 

I 

. This motion is made to put an end to plain- ' 
tiff's continued harassment of Main Lafrentz as hereafter ' 
stated. Main Lafrentz' summary Judgment motion, to be 
ar.-ued on November 12, demonstrates beyond peradventur^ that 
plaintiff's complaint against Main Lafrentz is totally 
wlthout merit and that there are no triable Issues of fact 
with respect to the plaintiff's specious contentions mad- 
In hi:-, amended complaint. Plaintiff's actions have tal-en 
tl." form of not only hur-linr ha",, ic rim-rr- nralr.. t Ma'n 
l.'ifi-* ritz In the amend! (1 complaint, but. al.so In Plaintiff's . 









« 
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, ai)pl :I cat Ion to filr- a .n'cond air’<‘n<i<'d com[)la1nt v.'hioli 1.' 

i I 

1 r'ei)3otH with furtyicr frlvoloun allor.atlona aralnst Main 

f 

j Lafrontz. By tiior.o tactlca plaintiff ha?-, madf- It obvlou- 
that he intend:; to use his proposed discovery solely as ! 

ij a flshlnr expedition, to aid him In presontlnf; additional, 

I ’ 

equally nieritless charges so that he can further malign 
^ Main Lafrentz and confuse this litlfratlon. It is respectfullv 
submittcu .hat suc/i I'iarassK.cnt should be put to an irjri'i.liate 
; end and a protective order Issued. 

I 

I, 3. Main Lafrentz was not a party to plaintiff's 

original action filed on May 17j 1973» but was added as a 

li 

r 

j party defendant in plaintiff's first anended complaint filed 
on August Ik, 1973. Pursuant to this Court's Order, plain¬ 
ly tiff then commenced his discovery of defendants Marine 


r.. 


On the basis of the meritless contentions 

Ij against Main Lafrentz in plaintiff's amended complaint, 

(♦ 

j. Main Lafrentz moved for summary Judgment on November 2, 197 

|! 

' On November 5, 1973, counsel for Main Lafrentz received 

li 

!' plaintiff's motion for leave to file a second amended 

t> 

I' complaint by which plaintiff Intends to hurl additional 
, frivolous and unsubstantiated allegations against Main 
Lafrentz. 


5. On October 24, 1973, plaintiff served by -ail 
•. four notices of deposition upon counsel for Main Lafrentz, 

t 

I 

i' together wlthi four document requests. By these notices of 

I 

deposition fi la Ini Iff .••eekf--. to examine at least four wl * iierr''e~ 

t 

on In half of I’la i n Lal’i'i ritz: 1 he "senior auillior" In ch'-rr-* 
f 

of i.iio audit, of 31 Cornii.'inv/l n forirsa t i on lnt< rsclenc', Tr.c. 

, fV)j- f.lie- fis.cal yi-ar*;'. c^nded June 30, lO^'O and Jun' "t, 

I 

|I 

•t 


I Midland Bank, Joel Brownsteln, V/alston & Co. and James 







*. ^ * f 
• -1 ■ 

* !* ■< 


r. •'»'m; ' . 

■■■ ■*•■' >m. 


1970, the manager In oMrge of said audita, tha "aupervlslng 
senior auditor" In ob&fge of said audits, and tha partner 
in rhnrge of those two audits. In addition, tha doouaent 
request asks Main Lafrentz to produce Its entire workpaper 
file In connection with both the 1969 and 1970 31 audits, 
and ail documents regarding 3I's acquisition of a certain 
data bank license from Excerpta Medlca Foundation. 

6. The notices of deposition were made returnable 
at the Clerk's Office of the United States Courthouse on 
November 6, 1973, which is Election Day, a day on which 

the Courthouse Is closed. In addition, plaintiffs document 
requests asked that these voluminous documents be produced 
on November 6, 1973, even though, pursuant to Rule 3k of 
the Federal Rules of Civil Procedure, Main Lafrents Is not 
obligated to respond to the document request until November 

26 , 1973 . 

7. In view of these obvious failures of plaintiff 
to follow proper procedure, and also In light of Main 
Lafrentz' motion for summary Judgment, I called plaintiff 

on October 31, 1973 and suggested that the depositions 
and response to the notice to produce documents be adjourned 
until after this Court's determination of Main Lafrents* 
motion for summary Judgment. At first, Mr. Felton agreed 


I I 

j to an adjournment Into December, but he later called me back ; 

to state that he would not so agree. On that day he wrote ' 

me a letter, a copy of which Is sttached hereto as Exhibit A; 
which recognized that he had made the deposition notice j 
returnable on Election Day and that he had failed to give 1 
the required jO-day notice for the production of documents, j 

Me. F. itn.i asked that Main Lafrents waive the 30-day period J 

anil pio.hi'.. Ms witnesses with the documents on November 7, 

19/3. 
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I 

I R. Upon ro'cnlpn or that lottnr on Hovnmh.T 

I 1973 , I wrotn to Mr-. PoJton, a copy or which Irttor Ic 
■ attached hereto a.a Kthlblt n. I pointed out that hir. letter 
i had recor-nlzed the Invalidity or his notices or deposition 
; and his request to produce documents, and I stated that 
n Main Larrentz would not consent to walvlnc the 30 -da,v 
I period provided under the Rules. I reminded him that 
h.ad asked that the disco,-.-ry be adjourned until th- 
j| determination or the summary Judement motion, and I sn- cl- 
t rioelly pointed out that the rirst date upon which Main 
Larrentz was required to respond to the requests ror the 
|l production or documents wa.s November 26 , 1973. Because I 
j: have not heard rron Mr. Pelton since that date. It Is evident 
jj that he will not consent to an adjournment so that the Court 
jl may decide Main Larrentz' motion ror summary Judgment. ' 

I Therefore, this motion became necessary. i 

•j 9. Insofar as Main Lafrentz Is concerned, the 

jl amended co^cplaint deals with alleged omissions and mlsstate- 
|, ments In the financial statement of 3I for the fiscal year 
jj ended June 30, 1970 , upon which Main Lafrentz Issued a ’ 

qualified opinion. It is significant that plaintiff seel:s ‘ 
to depose at least four wltnesse.s from Main Lafrentz and to 
examine all workpapers with regard to both the 1969 and 
j! 1970 audits, although the 1969 audit Is not even the subjiect 
|; of any of plaintiffs contentions In either his iBC-pararir’a;-h 
1^ amended complaint or his 196 -paragrarh proposed second 
amended complaint. In addition, the Court should be r-are 
' that within three months of filing his first amended 

I 

oomnialnt, plaintiff applied to this Court for leave to fne 
a scco.,.1 aniend(>d complaint with now, and frivolous charge.-' 
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I ardJn'-.n Main Lafrcntz. Thlr; In demr.n.-.tratffi in my nffldavlt ‘ 

; submitted In opposition to that motion which la returnable ' 
I on llovr-rtbt-r 12, 1973. I 

i 

( 10 , The claims made by plaintiff asalnst Main 

jj Lafrentz. both In the first amended complaint and in t.he 
I' proposed second amended complaint, require no discovery - 
they may be decided promptly on Main Lafrentz' motion for 
I "”-mary Judgment. Penulrlng Main Lafrentz to produce these 
[ voluminous documents and requiring It to submit to four 
■ depositions prior to the decision on Main Lafrentz' motion 
I for sum-ary Judgment would be highly unfair and Improper 
. under the facts and circumstances of this case. Main La.^rentz 
; has already been subjected to undue burden and expense by • 
i plaintiff's baseless charges against it. The expense would 
i be increased geometrically If Main Lafrentz were required 
to produce all these documents and subject itself to these 
requested extensive, unnecessary depositions. 1 

11 . It Is respectfully submitted that this burden 
and expense to Main Lafrentz and harassment on the part of ’ 
plaintiff must be put to an Immediate end, that the motion 
for .summary Judgment should be granted and that plaintiff's 
motion to amend the complaint to add new frivolous allega¬ 
tions against Main Lafrentz should be denied. V.'hlle the 
("ourt is focusing on the aforesaid motions, the Instant 
motion by Main Lafrentz for a protective order should be 
gf'anted In all respects. ' 


j Sworn to before me, this 8th 
i| day of November, 1973. 

i Notary Pubiic 

} Al! ' ( M f> f'lf? 

II . . I I Yo(k 


Liton Kunen 







EXHIBITS ANNEXED TO FOREGOING AFFIDAVIT OF MILTON KUNEN 




EXHIBIT A - letter BY ROBERT R. FELTOM To’kAYE SCHOLER 
U/J / *NO HAHOLER DATED OCTOBER 31, 1973 

fytove/'/' tyf-. 

/Tf/ ..ylti/f 
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PlONcen O' 3711 


3 tjf/ur*/ S'/v»fiu^ 

-//so/ 


October 31, 1973 


Kaye Scholer Fierman Hays & Handler 

425 Park Avenue 

New York, NY 10022 


RE: Notices (4) of Detx>S 3 .tion 
Upon Oral Examination 
Dated October 17. 1973 


ATT: Mr, Milton Kunin 

Dear Sir: 

I acknowledge today's telephone call wherein you informed me 
that plaintiff's Notices inadvertently were made returnable on 
Election Day. Unfortunately, Election Day on my office calendar 
is not noted in "Red" as a holiday. 

You also informed me that you would not produce the items 
in the annexed Schedules since you insisted on a full 30 day period. 

I would have no objection to adjourning these depositions to 
another date, e.g. November 16, 1973. However, you further 
informed me that you planned a Summary Judgment motion returnable 
before November 16, 1973. 

I thereupon advised you that my motion to amend the Complaint 
herein was already in the mail. 

In view of my aforesaid motion as well as my anticipated depositions 
of your witnesses, I hereby request that you waive the 30 day period 
and produce your witnesses with documents requested for dep¬ 
osition on November 7, 1973, i.e. the day following Election Day 
and that you make your contemplated Summary Judgment motion return¬ 
able for two (2) weeks after the completion of these aforesaid 
depositions. 


kv 


Respectfully submitted, 

Robert R. Felton 


EX. A 




exhibit b 


letter from MILTON KUNEN 
dated NOVEMBER 2 , 1973 


TO ROBERT R. FELTON 


l.ovenht'r 2, 1;)73 




[;ob.:rL Kclto;., 
Avcrjuo 

• -i.col.'ij ilcM York 


i-aq. 




* Lgiton V. VtaotoM, r-f. rn . 


Lear .•':r. 'olto 


I 


•^Lher fro., you? 31. lf.73, I 



iiy rooult of 

(1) that I v;ns rovlr.r Tor you 

your r.otico Is void, "( 3 ) i;hat ‘‘'nn <-) tliat 

fiOtlot I'ltli ’'•''■‘ard f n I ^ -it-Vo not flvon pro^a^r 

to -avo vou oo,'" .. t ?o -M. ('') tlttorv^^V ,^; 

ct. rorltloo of°;,ur for the -''' 

our conte.-iolat-'rt airaary tud -ra..: ^ V,^,, ‘"“v"’*' 

reaction to n- call -.rn notion. Your flrot 

notices to I.t?ccnaor IG ihout » ''P^l^^ ad,1our:i your 
iM'ick and tal:-.nd about ;‘ov('^mL-i- 1C ‘Tml piioned 

A t,old you tJ^at ;.•<> wore ro^ur aiiemi , * o^^caalon 

Jud/uicnt and Intp-idod to r n;otlon for 

1.: and would opkose a dcpoaltlon prlo?\o\lmt 
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EX. B 








liobc-rl; •>. rolton, Ltui. 
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Hoveinbor 2, 1973 


and iiiiould bo compllod \-itli I rocodure aro clear 

our notion '"'’O" 

.U.out_„erit 

rrroronco Jn^ioCr'-J^it'o^i;? 

r’V •'^ r*,% 4-n ’ J «II1C., COnSCQ UGIlt 1V no 

n"oa“o;%u 5 Ser?iri:^e;;Lfrp!::is? 3 !“^ 

further ane;;J%;nmeLed''cor;,"lajnr^'^,,5c“-" ?° 

om he iKnarrin thJ. ‘=Lo“Sn““°" ^'“^’Snont 

’ iUncerely., 


I'llton JIunen 


J.: ar,c 


1 





AFFIDAVIT OF ROBERT R, FELTON IN OPPOSITION TO MOTION BY 287* 
MAfW LAFRENTZ FOR SUMMARY JUDGMENT 

UNITED STATES DISIEICT ' 9- >9”' 

SOUTHERN DISTRICT OF NEW YC«K 

ROBERT R. FELTON, 

^ • 

■ Plaintiff, : 

-against- 

»' • 

WALSTON AND CO. , INC., et al. , . 

Defendants. : 

X 

STATE OF NEW YORK) 

s s s 

.COUNTY C«? NASSAU ) 

ROBERT R. FELTON, being duly sworn, upon information and 
.belief, deposes and says: 

I 

I submit this affidavit in opposition to defendant Main ' 
Lafrentz' spurious motion for summary judcement herein. 

I respectfully state that I find it inconceivable that 
my opponent Mr. Kunen would attempt this motion considering the 
misrepresentations, omissions and non-disclosures-l5y Main Lafrentz 
in Its Ceftifacate (Report) and its accompanying Notes to the 
Consolidated Financial Statements of 3 I Co. for fiscal year ended 
June 30, 1970. 

Mr. Kunen is incorrect in his statement pursuant to Rule 
9(g) both In his distillation of the facts alleged in the Complaint 

and in his bald assertion that there are no genuine issues to be 
tried. 

I herewith annex a copy of my reply affidavit submitted 
,/or my motion to amend the Complaint herein, wherein, in response 
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,to th« fr.ntic opposition .ffldavit of Mr. Kunen, I sho-«d the 
following: 

(a) Main Lafrentz for its own purposes obscured 
the identity of defendant Fred Von Eugen as well as the existence 
of certain letter agreements between Von Eugen and 3 I Co. Main 
Lafrentz Note 1 misstated the ''subsequently amended in June, 1970" 
ag^reement between Von Eugen and 3 I Co. to make same appear to be 
between 3 I Co. and Excerpta Medica Foundation. 

(b) Main Lafrentz Note 6 overstated "the stock 
issued in connection with agreement with Excerpta Medica Foundation" 
by the material amount of $150,000 as of June 30, 1970. 

(c) There was presumptive evidence to Main Lafrentz 
that the letter agreement "dated June 15, 1970" between 3 I Co. and 
Von Eugen was back-dated and that the agreement was executed some ; 
months after the close of the 1970 fiscal year. 

(d) The balance sheet of 3 I Co. as of June 30, 

1970 understated current liabilities (due to Von Eugen either in 
cash or in stock) by the material amount of $150,000. Main Lafrentz 
did not disclose this material fact either in its Certificate 
(Report) or in its accompanying Notes. 

In addition to the above misrepresentations, omissions 
and non-disclosures, 3 I Co. and the acquiescing Main Lafrentz 
stated the data bank transactions on the 3 I Co. balance sheet for 
fiscal year ended June 30, 1970, as "Data bank license, at cost ." 
$1,000,000. Mr. Kunen admits in his moving affidavit that the 
major portion of this "cost" was effected by the use of restricted 
stock. Main Lafrentz Note 1 omitted the entire facts surrounding ' 



the transactions in its cleverly worded statement; 
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"The consideration for this right is 
$1,000,000, including 46,666 shares of Class 
A common stock issued in October, 1969, which 
the Company can be required to purchase at 
$15.00 per share in October, 1971 and 30,000 
shares of Class A common stock to be issued 
in December, 1970 which the Company can be 
required to purchase at $5.00 per share in 
July, 1971. 


Aside from the fact that arithmetic multiplication of 
46,666 X 4l5 and 30,000 x $5 does not add up to $1,000,000, there 
was no notice in this statement that these 76,666 shares were 
restricted, legended stock. Thus Main Lafrentz permitted 3 I Co. 

to materially enhance its balance sheet assets using restricted, 
legended stock. 

There was a qualification contained in the Main Lafrentz 

f 

Certificate (Report) and Mr. Kunen believes that this qualification 
cures all the aforesaid misrepresentations, omissions and non¬ 
disclosures. 

■ Thi; qualification was contained in the Main Lafrentz 

Opinion: 


"In our opinion, subject to the reali ¬ 
zation of carr ying value of data bank licenses 
and investments in affiliated companies as 
discussed in notes 1 and 2 of Notes to 
Consolidated Financial Statements, such 
financial statements present fairly the fi¬ 
nancial position of 3i Company/Information 
Interscience Incorporated and subsidiaries 
at June 30, 1970, and the results of their 
operations for the year then ended, in 
conformity with generally accepted accoun¬ 
ting principles applied on a basis consistent 
with that of the preceding year." 
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I suggest that Mr. Kunan read another para^aph of the ' 
Main Lafrentr Note i which also referred to the data hanh iicenses 

During the second h alf of the fiscal 

Coanan,,-^ .. 

- • r ..T its service s in connecti on 

.^ th the data bank licenses a cquired d.,77;r:; 
the year , and had not re.H,ed\nv 
' amount Of revenue s from these -—- 

Company has not begun to 
amortize the acquisition costs of these riohts 
and has deferred the determination of it”^ 
policy in regard to the amortization." 

It is quite obvious that the aforesaid qualification 
applied specifically to the aforesaid paragraph of Note 1 . Thus 
•' It is inconceivable that this qualification could in any way warn, 

• inform and disclose all the aforesaid misrepresentations, omission, 
and non-dlsclosures of the obscuring of the Von Eugen agreements, 
overstated stock issued, the understated current liabilities 

and the use of restricted, legended stock to enhance the 3 I Co. 
balance sheet. 

There is no refuge for Mr. Kunen and Main Lafrenta in 
reaching out for succor to the Certificate (Report) of Lybrand 
Ross Bros and Mont^^mery, who succeeded Main Lafrenta as the audi¬ 
tor for 3 I Co. for the following year. Lybrand Ross Bros, are 
quite explicit in their Certificate (Report): 


did not examine the financ ial state- 
^n_ts of 3i Company/I nformation intersr n onf:o 
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Lybr.„d Ros, Bro,. „e„ly quoted Main Laftentf opinion 

and in .«.« atated that Main haltenta »as responsible lor Its 

Certllloate ,P,port, up to dune 30. IPlo. ehlch Is In lact what the 

• Complaint herein alleges and what plaintiff win nr 

Hioinxirr will prove on the trial 

of this action. 

Mein Lafrentr Note 1 related also to amendment of 
Scientific Literature Corporation purchase agreement: 

amend!!H"rh°''‘’"‘’®' **’* Company 

“hereby It acquired 
wh Literature Corporation (SLC) 

aoTee '“bsldiary. The amended 

r^trlcH Company from certain 

sue lid ror """ *'’® “Pei^atlons of 

and requires the Company to issue to the 

former shareholders 44,800 shares of Class A 

common stock which have been or could have 

been earned contingent upon earnings of 

These shares are reflected as outstanding in 

the accompanying financial statements. ?n 

—® °Pt. nion of the Comna n y, SLC will achT;.,. 

which W ould have 


.Main Lafrentr was required to read the aforesaid original 
agreement as well as the amending agreement as part of generally 
accepted auditing procedures. Mr. Kunen Included the original 
agreement as to Scientific Literature Corporation and Scientific 
Literature Consultants. Inc. dated April 25 , igog, the amending 
agreements dated October 21 , igog, and the "Second Amendment" 


dated November 2, 1970. 

Main Lafrentz knew that the 
stockholders of Scientific Literature 


Kesslers were the major 
Consultants, Inc. and after 


J 
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Its purcH.s. p, ths 3 I Co. substdlssv. the Kesslers hec.„e ™„s. 
9 erlal employees by 3 I Co. Thus Main Lafrenta »as charged elth 
extra care In its readin, oT the -Second h„end„ent.- Purther^ore 
this -second Afend^ent- antlclpatorlly. prematurely and improperly 
released 12,800 3 I Co. shares held in escrow pursuant to the 
oriornal agreement and also antlclpatorlly, prematurely and improp¬ 
erly Issued an additional 44,800 3 I Co. shares to the shareholders 
of Scientific Literature Consultants, Inc. (in effect and in the 
..in, to the Kesslers) in view of the specific requirements of the 
■original agreement for $58,400 of pre-tax earnings, when in fact 
Scientific Literature Corporation sustained a loss of $ 1 , 055 . 

In paragraph (34) of his moving affidavit, Mr. Kunen ■ 

, understands and agrees that the only basis for the -Second Amend¬ 
ment- was para graph 15b of the original agreement (Exhibit 9 of 
his nioving' papers, ) 

Paragraph 15b of the original agreement as applicable to 
pre-tax earninqs of subsidiary states: 


■ ”2£,^^nition of «>Pre-Tax E.rn-.-..rs. 

—1 -pi* s used in this paragraph, "Pre- 

Tax Earnings of Subsidiary" shall mean the 
earnings of Subsidiary for each of the fiscal 

Shan be computed by such independent certi¬ 
fied public accountants as are regularly 
employed by 31 at the time such determination 
IS to he made, in accordance with generally 

H consistently 

applied in a manner which will fully and 

accuratel present the results of the oper- 
ations of Subsidiary for the fiscal years 
indicated. In determining such- "Pre-Tax 
Earnings", said accountants' computations 
will adhere to the followino; 


(i) "Subsidiary's operations shall 
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e deemed to be the business operations of 
the Cor^ration as the same existed the day 
before the Closinp, and any extensions of 
such business operations which may subse¬ 
quently be made by Subsidiary and 3i. if 
for any reason Subsidiary's operations 
should not be carried on in separate cor¬ 
porate form, 3i will nonetheless continue 
to account for Subsidiary's operations as 
a single, separate entity in such manner as 
to facilitate the computations required by 
this paragraph." ^ 

+ ° ^^^oc^tion o f general admin - 

~ j! expenses of 3 i shall he 

n^de to Subsidiary, except s u ch as shalTT o 
girectly attributable to the oDeration- 


^ bsidiary's business ac, ^ wholly-owned 
subsidiary of 3i;" ——i- 


of 


transactions and business 
dealings between Subsidiary and 3i and 
between Subsidiary and any other subsi¬ 
diary or any division of 3i shall be 
ac^unted for at the rates normally char¬ 
red to third parties for similar work or 
services; 


Mr. Kunen included the Main Lafrentz work sheet as to 
Consolidated Profit and Loss Statement June 30. 1970, (Exhibit 10] 
Which relatino to Scientific Literature Corporation, althouph 
, partially illegible, reads as follows: 


Sales 

Cost of sales 

Selling and Administrative 

Net operating loss 


$256,461 
175,154 
82,362 
1,055 


Mr. Kunen imperviously misquotes the aforesaid Main 
Lafrentz worksheet In paracxaph (35) of his movino affidavit. 


1 






, ... .... ,,,, 

, (Exhibi. 10 ) cl,arl, ....„ .,s.iu„. .o„i„l,.„.i„. .xpens.s 

. $82.362,.. Mr. Kun.n n.lsc«...rlz.s .h„. .xp.ns.s as indlrar. 
ign sral and a.Minls.ra.lve .xp.„sss . i. .. 

chosa .his Incorrac. ca.soorlaa.lon o. exp.ns. to pro.ac. Main 
L.fre„.a. onlssions and non-disclosures in view o. .be aforesaid 
pre-.ax earnings requirenenis, paragraph 15b of .he original Scien¬ 
tific Literature Corporation agreenent. 

The fact is quite clear that Scientific Literature 
Corporation lost $1,055 for fiscal year ended dune 30, lg70 and 
therefore since there was no pre-tax earnings of Scientific Liter¬ 
ature Corporation for fiscal 1970, the ..Second Agreenen... releasing 
these 12,800 3 I Co. shares and issuing the additional 4d,800 3 I 
Co. shares was anticipatory, premature and Incorrect. 

Mr. Kunen certainly gust understand that there cannot be 
pursuant to aforesaid paragraph 15b of the original agreement, any 
, comparison between the loss of $1,055 sustained by Scientific 
Literature Corporation and the loss sustained by its parent 3 I Co 
since as aforesaid this original agreement required pre-tax ear¬ 
nings Of scientific Literature Corporation to at least amount to 
' $58,400. 

Certainly Mr. Kunen must agree that one of the most im¬ 
portant duties of Main Lafrentr was to protect 3 1 Co. from being 
raided by its officers and employees in premature, anticipatory and 
improper agreements disbursing huge blocks of 3 I Co. stock. 

Mr. Kunen has also twisted and distorted the facts con- '' 
cernlng my purchases and sales of 3 I Co. He was present and par¬ 
ticipated at my deposition and the transcript of my testimony was 
to him. As he well knows, as I purchased 3 1 Co. stock 
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and then hevln, eold ea^e at pt„«t, I „as always Induced by and 
in reliance on the actions of the aforesaid defendants to repurchase 
the 3 I Co. stoc. at a price appro.lna.ely what I previously sold 
the stoc. for. The transactions were 

thus nullified by ny purchases at the higher prices. 

In Its aforesaid naterlal misrepresentations. Its omissions 
, and non-dlsclosures of material facts In Its Certificate (Report) 
and accompanying Notes, Main Lafrentz caused the marKet price of 
3 I Co. stock to rise, thus affecting the purchase and sale of this 
stock and thus causing me to purchase this stock without any know- 

, ladge of these aforesaid misrepresentations, omissions and non- ' 

^ disclosures. i 

:■ I Plan to move for summary judgment against Main Lafrentz' 

:;but I decided to first conduct depositions of the Main Lafrentz • 
employees and partner who conducted the 3 X Co. audit. Unfortun- . 

, atsly I selected Election Day, a day not specially ™rked on my 

calendar, and upon attempting to orally stipulate for another date. 

I was rebuffed by Mr. Kunen. 

I WHEREFC«E ' I resoectfuii-, a , 

respectfull request that this Court deny 

this motion for summary judement in all respects. 






ROBERT R, FELTON 


Sworn to before me 


this 


day of November, 1973 










’’•‘P'ntANii 
r.u. .11*. . , 

Qv*llfitc| ill * .s.a t 

m. " < ituntj 

Lipiict Miiirt 30 , 19 ^^ 
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NOTICE OF MOTION BY PLAINTIFF FOR LEAVE TO SERVE AN AMENDED 
^ COMPLAINT ADDING EGAN AS CO-PLAINT IFF 

UNlT^pD STATES DISTRICT COURT (Filed November 9, 1973) 

SOUTHERN DISTOICT OF NEW YORK 

ROBERT R. FELTON 

Plaintiff 

- against - 

WALSTON AND CO., INC., JAMES NISSAN, 
marine midland BANKS, INC. MARINE 
MIDLAND BANK - WESTERN, MARINE MIDIJVND 
BANK - NEW YORK, MARINE MID I AND BANK - 
.'ROCHESTER, MARINE MIDIAND BANK - CENTRAL, 

• MARINE MIDLAND BANK - SOUTHERN, MARINE 
MIDLAND BANK GF SOUTHEASTERN NEW YORK, 

N.A., MARINE MIDLAND BANK - NORTHERN, 

MARINE MIDLAND BANK - EASTERN NATIONAL 
' ASSOCIATION, marine MIDLAND BANK - 
CHAUTAQUA, NATIONAL ASSOCIATION, MARINE 
MIDLAND TINKER NATIONAL BANK, DREYFUS - 
MARINE MIDLAND, INC., JOEL BROWNSTEIN, 

3 I CO./INFCJRMATTON INTERSCIENCE, INC., 

GERALD L. BRODSKY, MAURICE BRODSKY, 

ARTHUR W. ELIAS, MARVIN S. RIESENBACH, 

MARVIN SCHILLER, IRVING H. SHER, 

SLIGHTING EXCERPTA MEDICA (EXCERPTA 
MEDICA FOUNDATION), MEDISCHE REFERATAN 
(EXCERPTA MEDICA) N.V., INFONET (EXCERPTA 
MEDICA - RESCCm) N.V., ELTRAC (INFONET) 

N.V., PETER WARREN, MAIN LAFRENTZ AND 
CO., FRED VON EUGEN, S. KIM KESSLER and 
GERALDINE KESSLER 

Defendants 

X 

SIRS: 

PLEASE TAKE NOTICE, that upon annexed affidavit.if 
Edward J, Eqan, sworn to on the 'th day of November, 1973, and the 
affidavit of Robert R. Felton, sworn to November 8, 1973, the 
summons, amended complaint and proposed amended complaint, a copy 
of which is attached as Exhibit A, and all prior proceedings herein, 
the undersized will move this Court before the Honorable Dudley 
B. Bonsai in Room 1506 of the United States Court House, Foley 
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9(]uare, Nsw York. New Yot-It m i. 

. New York on November 19th, 1973 et 9:30 A.M., or 

as soon thereafter as counsel can be heard for . 

d, for an order pursuant 

to Rule 15(e, oY the Kederel Rules oY Civil Procedure .mendln, the 
compuint herein, eddln, Ed.erd J. Epen ,s . co-pl.lntlYY end per- 
Nittln, the service oY the proposed emended complelnt on deYendent. 
herein, on the grounds thet Edward ,7. Enen has sustained a loss In 
the purchase and sale oY 3 I Co. stock and wishes to .ioln this ac- 
co-plalntlYY so as to avoid the necessity oY Initiating 
a separate law suit and that lustlce so requires In order that all 

issues between the parties be Yuliy litigated In this action, and 

for such other and further relief .c o 

urtner relief as this Court may deem just and 

proper. 


Dated: Mineola, New York 

November 8 , I 973 


TO: 


Yours, etc., 

ROBERT R, FELTON 
Attorney for Plaintiffs 
42 Third Avenue 
Mineola, Now York 11501 
516-746-5711 

SHEA GOfJLD CLIMENKO & KRAMER, ESQS. 

^^^o^oeys for Defendants 
Excerpta Medica 
330 Madison Avenue 
New York, New York 10017 

LEON WEILL & MAHONEY, ESQS. 
for Defendant 

3 I Co./Information Inter¬ 
science, Inc. 

261 Madison Avenue 
New York, New York 


10016 
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SULLIVAN & CRCMWELL, ESQS, 
Attorneys for Defendants 
Marine Midland and Joel 
Brownstein 
48 Wall Street 
New York, New York 10005 

BREED ABBOTT & MORGAN, ESQS. 
Attorneys for Defendants 

Walston and Co., Inc, and 
James Nissan 

One Chase Manhattan Plaza 
New York, New York 10005 

KAYE SCHOLER FIERMAN HAYS & HANDLER 
Attorneys for Defendant 
Main Lafrentz & Co. 

425 Park Avenue 

New York, New York 10022 

ANDERSON RUSSELL & KILL, ESQS. 
Attorneys for Defendants 
Riesenbach and Elias 
600 Fifth Avenue 
New York, New York 10020 
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AFFIDAVIT OF EDWARD J. EGAN IN SUPPORT OF MOTION 

. UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


■ ROBERT R, FELTCW 


Plaintiff 

- against - 

WALSTON AND CO., INC., et al. 

Defendants 


STATE OF NEW YORK ) 

s s * 

COUNTY OF NEW YORK) 

EDWARD J. EGAN, being duly .„orn, deposes end says: 

I submit this affidavit In support of this motion 
. to amend the Complaint herein so as to join this action a. a 
co-plaintiff herein. 

I reside at 33 Byron Lane, Larchmont, New York and 

I am an attorney with law offices at 250 Park Avenue, New York, 
New York. 

The facts and circumstances surrounding my claim 

are as follows; 


In the latter part of May, 1971 i 
visited Marine Midland Bank at their offices 
at 250 Park Avenue. At this time I spoke 
to Mr. Garret O. Ponhale, an officer in the 
trust department, who was acting as the 
custodian for the securities of the Estate 
for which I was the attorney. 

In the course of our conversation, I 
mentioned to Mr. PenhaTe that some friends 
had discussed 3 T Co. with me and I asked 









If h. Kne« anything .bg,* 3 I Co. 

! f Co. , that"the*bank'*th'’*Ih'’* »l>out 3 

fhat as a mattor 

Report on the coraDanu ^ 

"“ving 31 Co. »« 

' some of ii« =.^„ 

accounts. 

Subsequently Mr Pomu t 
« py of the Report tA delivered a 

«»d this Report" ''ft« I 

“t a cost of $1B.25 Lr shir 

per share on May 28, igyj^ 

On October 19 1971 t 

at a substantial liss reaH shares 

per share. realizing only $7.25 

. On October 25 iQvri r 

of Robert R. Felton anH • I the office 

' losses in 3 I Co i 

°f Mr. Felton thAouch Ihe pll"*'" l<>®'’tity 
Corporation. 3 I Co »al Ij°'P®d*us of Insyte 
" merged into Insyte CnyT f!^e“Pting to be 

Prospectus described 

I, ed the aforesaid Litigation. 

, Upon calling Mr Fo 7 + 

that I wished to engi^ce hi^ him 

and join action as attorney 

aforesaid loss. "Plaintiff for my 

wherefore, I respectfully request that the c 
be amended so that T Complaint 

-at I may ,oin this action as Co-Piaintiff. 


Sworn to before me 

this day of November, 1973 

ri ii/pnfDi 

•H a,,.,, ,, „ 

/s ;o 

- ' .i.on« County 
' V'if'i County 

' -• - . -I fforeh 30. ItH 


KIJWARDy. ^GAN^^ 


r ^ 


I 
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AFFIDAVIT OF ROBERT R. FELTON IN SUPPORT OF MOTION 

UNITED STATES DISTOICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

ROBERT R, FELTON 


Plaintiff 


- against - 

WALSTON AND CO., INC., JAMES NISSAN, 
MARINE MIDLAND BANKS, INC., MARINE 
MIDLAND BANK - WESTERN, MARINE MIDLAND 
BANK - NEW YORK, MARINE MIDLAND BANK - 
ROCHESTER, MARINE MIDLAND BANK - CENTRAL 
MARINE MDILAND BANK - SOUTHERN, MARINE 
MIDLAM) BANK OF SOUTHEASTERN NEW YORK, 
N.A., MARINE MIDLAND BANK - NORTHERN, 
MARINE MIDLAND BANK - EASTERN NATIONAL 
ASSOCIATION, MARINE MIDLAND BANK - 
CHAUTAQUA, NATICWAL ASSOCIATION, MARINE 
MIDLAND TINKER NATIONAL BANK, DREYFUS - 
MARINE MIDLAND, INC., JOEL BROWNSTEIN, 

3 I CO./INFORMATIQN INTERSCEINCE, INC., 
GERALD L. BRODSKY, MAURICE BRODSKY, 

ARTHUR W, ELIAS,’ MARVIN S. RIESENBACH, 
MARVIN SCHILLER,' IRVING H. SHER, 

STICHTTNG EXCERPTA MEDICA (EXCERPTA 
MEDICA FOUNDATICW),' MEDISCHE REFERATAN 
(EXCERPTA MEDICA) N.V., INFONET (EXCERPTA 
MEDICA - RESCONA) N.V., ELTRAC (INFONET) 
N.V.,' PETER WARREN,' MAIN LAFRENTZ AND 
CO.,- FRED VON EUGEN, S. KIM KESSLER and 
GERALDINE KESSLER 


Indax No. 73 Civ . 
2200 (DBB) 


Defendants 


X 


STATE OF NEW YORK) 

S 8 * 

COUNTY OF NASSAU ) 

ROBERT R. FELTON, being duly sworn, upon information and 
belief, deposes and says: 

I submit this affidavit in support of this motion to 
amend the complaint herein and so as to add Edward J. Egan as co¬ 
plaintiff and for permission to serve copies of the proposed 
amended complaint, attached hereto as Exhibit A. 

A motion amending this complaint and returnable NovembeA 
12th, 1973 is presently before this Court. 






the facts contained in the •«. ^ 

xij xne affidavit of Edwai-n t c- 

i-oward J. Egan, sworn to 

November 7. loyq ^ 

’ ■‘■^'■3. To summarize: 

Mr. Egan purchased 200 shares of q T r 
common stock on May 17 igyi ^ ^ 

$18.25 per share Mr ’p 

shares in reli^»nA ’ purchased these 

-^i"^'«eporT::s°de?iv:"er' 

Midland Bank - New York! Marine 

Mr. Egan sold his 200 shares at - o k 
stantial loss on October 19 io!i ^ 
only $7.25 per share ’ ^ ^ realizing 

1973 '"y office on October 25 

1973, and informed me of his loss -in ^ tV ’ 

and furthermore stated that he wished to 

W-PBroPB. n ,, ,,,, 

for .n order a.endlnp the co.pUint herein and adding Edward d 
B^n as a co-piaintirt and per.ittino the service ot the proposed 
»™ended co.piaint he pranted on the o^oonds that Edward d. Bpan 
Hss sustained a ioss in the purchase and saie or 3 X Co. stoch and 

«shes to ,oi„ this action as a co-piaintirx so as to avoid the 

necessity of initi Ati r..r, , 

nitiatrnp a separate law suit and that iustice so 

requires in order that all issues Between the parties he Xullv ' 

UU^ted in this action, and r„r such other and further relief as 
this Court may deem just and proper. 


Sworn to before me 

this^ day of November, 1973 


ROBERT R, FELTON 


a. • , "I Vo,| 

Qtlalifii ,j ( ' ** 

Ter* tat,.,.. -T “t!* ‘ ““"'T 

• ^ r' 
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PROPOSED AHENOEO COMPLAINT ANNEXED TO (Fllad Novan^ar ?9 1973) 

MOTION 

‘iuNITED STATES DISTRICT COURT , 

! SOUTHEBJiUMaTWCT. CF NEW YORK • 





- against 


WALSTON AND CO., INC., JA^^ES NISSAN, 
MARINE MIDI>\ND BANKS, INC., MARINE 
MTDI.AND BANK - WESTERN, MARINE MIDFAND 
!UNK - NEW YORK, MARINE MIDLAND RANK- 
R'CHESTER, mRINE MTDLA^® BANK - CENTRAL, 
’ MARINE MIDUXND BANK - SUfTHERN, MARINE 
MIDLA.'.T) BANK (C SOUTHEASTtWN YORK, 

' N.A., ^1ARINE MIDLAND BANK - NC«THERN, 
MiXRINi. MIDIAND BANK - EASTERN NATIONAL 
; ASSOCIATION, MARINIi MIDIAND BANK - 
'CHAt'TAUIlA, NATIONAL ASSrCIATION, MARINE 
MIDLAND TINKER NATIONAL BANK, DREYI'Us - 
, NUWINL MIDIAND, INC., .KIEL‘BROWNS TEIN, 

3 I Cii./INFiNJMATION INTERSCIENCL, INC., 
C.ERALD L. BRfDSKV, MAURICE RR(T)SK',-, 

AilTHUR W. ELIA'-, NARVINS. RIEN.LMACH, 
NURVIN SCHULER, IRVINt, M. -IfEl.', 

CriCHITNG F-XCERPTA MEDICA (LXCLRPTA 
, ME15TCA FOUND!' HON) , MEDT:-Cini R) i r-RATAN 
•j (EXCERPTA MEDICA) N.V. , TMN-NEl (LXCERPIA 
' M1.DICA - RHSClOOXi N.V., EI I'RAC (INi'nNL.T) 
‘N.y. , PETER L'XRRE.N, ^^\IN lAl REML/ AM:» 

I CU. , LRLD VON EIS -EN, -. IvIM -I LR ?ncJ 
OERAI DINE r 1- --,1 1;|.: 


CLASS ACTION 
AMENDED COMPLAINT 

Plaintiffs Damand 
Trial By Jury 


73 Civ. 2200 
fDBB) 


'•f-i undi-iri-! s 


I 1 a in f if I j-, c,n <>•' ■* hemsf 1 vf-s and all other pur- 

i 

; cliasPi-s of t hi soi-iir i t i«... . f di f o:,fla r, t 3 T ( .i. 'Tnfortna t Ion 
In'* er sciepr.-. i:u-. t r< ri '>v> I'niV.ttr lO. i'o'.’o to Octoher 24, IQ"!? fitr 
ttieij Atiuridi'o i > i ,pla i .o . p..ti i n i < rir.’i t i ■ .n and beliof, conplainii,, 

of llie defi'pilant s Lirtfin. alleiftt-: 

M RISDD. TION A.ND t'LNUT', 


1. (he art id .1 l^ rorrifrenred ruler and iurisdidtion i^ 


bated on the Securiliet Art oi lo'tn. if> 


. •.f'.A. sect ions "Ta-y. 










I 
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he Securities Exchange Act of 1934 15 ri q r a c ** 

I ^ 1 :, u.s.C.A Sections 78a-hh 

I ’ 

t the Rules and Regulations of The Securities and Exchange Co„™ission 

I profulgated thereunder, the laws of the State of New York and con.- 
mon law principles. 

i; . 

2 . The acts and transactions complained of herein oc- 
curred in substantial part within the Southern District of New York 
and offerings of securities involved herein have been made to 
'• Plaintiff and the class in the said Southern District. Defendant 
i 3 I Co./Information Interscience, Inc. was and still is a publicly 
■ held business corporation with securities purchased and/or sold 
• "over the counter" by brokerage concerns mainly within the Southern 
; District of New York. Defendant Walston and Co., Inc. maintains ; 

brokerage offices within the Southern District and was a dealer : 

: and also acted as a broker in the securities of the said defendant 
3 I Co./Information Interscience, Inc. Defendant James Nissan is 
employed as a registered representative by defendant Walston and 
, Co., Inc. at its office at 77 Water Street, New York, New York. ! 

^ Defendants Marine Midland Banks. Inc. and Marine Midland Bank - 

I . 

, New York maintains bank branches and/or offices throughout the 
' City of New York. 

. 3. The matter in controversy exceeds the sum of 

.$10,000.00, exclusive of interests and costs. This action is not 

. instituted to confer jurisdiction on this Court which it would not 
^ otherwise have. 

I 

. 4. Defendants carried out the 'acts and practices here- ! 

. inafter set forth hy the use, means and instrumentalities of in¬ 
i' terstate commerce and the mails. 


1 
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5. Plaintiffs bring this action individually and as a 
• class action pursuant to Rule 23 of the Federal Rules of Civil 

: Procedure on behalf of a Class, consisting of those persons and 
business organizations who purchased securities of defendant 3 I 
. Co./Information Interscience, Inc. (hereinafter referred to as 
defendant "3 I Co.'*) from December 10, 1970 to October 24, 1972 
I and were damaged by the acts hereinafter alleged; 

6. Plaintiffs estimate that the Class is in excess of 
, 8,000 members and that joinder of all members is impractical. 

i! 7. Plaintiffs are knowledgeable persons and plaintiffs 

will insure adequate representation of the interests of all pur¬ 
chasers and holders of securities of defendant 3 I Co. Their ‘ 

interests are coincidental with the interests of all members of the 
•Class and they will fairly and adequately protect the interests of 
all absent members of the Class. They have no interests which are. 
adverse to any members of the Class. 

: 8. A Class action is superior to any other method 

..available for fair and efficient adjudication of the controversy. 

• It would be impossible to manage all possible actions or attempt 

I, to intervene into this action all damaged class members. Plaintiffs 
know of no difficulty likely to be encountered in management of 
this Class action. 

I Prosecution of separate actions by individual class 

4 

. members would create risk of inconsistent or varying adjudications 

• with respect to various class members. 


1 
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l<>. ri,«r» („„s „f f,,,, 


1() thp C Irss. 


11. The questions of law and fact comnon to the wenbers 
, of the Class predominate over any questions affecting individual 


’ members. 


the parties and their ^ cr <^ 


12. Plaintiff Robert R. Pelton has been both a purchaser 
, -d a seller of Common stocR, Class A, par value $ .10 per share, 

. issued by defendant 3 I Co. and is at present a holder of 2,000 i 
/Shares. Plaintiff Edward Egan was the purchaser of 200 shares 

,;of Common StocR, Class A. par value « .10 per share, issued by ' 

.‘ defendant 3 I Co. 

: 13. Defendat James Nissan (hereinafter referred to as 

."Nissan") at all times herein mentioned was and still is a regis- ' 
/tered representative licensed to purchase and sell securities upon 
: the exchanges and over the counter and was and still is an employee 
: and/or officer of defendant Walston and Co. Inc 

I • 

I 

. lA. Defendant Walston and Co., Inc. (hereinafter refer-^ 

j;red to as "Walston") at all times herein mentioned was and still 
is a foreign corporation, duly organized and existing under and 
• by virtue of the laws of the State of Delaware, and authorized to 
; transact business in the State of New Vorh, with its principal place 
of business in the City, County and State of New VorR, and is lie 

. snsed and engaged as broRers and dealers in securities on the ma ior 
exchanges and over the counter. 

I 

15. Defendant Walston at all times herein mentioned 

1 "msde a marRet" and Rept an inventory of the securities of defen- 
, dant 3 I Co. 
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' 16 . Defendant Walston at an u j 

at all times herein mentioned was 

^ either in a ’’long” or ’’short" or>«-i+-f -e 

position of the securities of defend- 

ant 3 I Co. and at the same time purchased and/or sold these se- 

: curltles to the plaintiff end certain members of the class. 

; 17. Defendant 3 I Co./Information Interscience, Inc. 

, (hereinafter referred to as "3 I Co.") was and still is a foreign ' 

corporation, duly organized and existing under and by virtue of the 

f laws of the State of Pennsylvania with its principal place of 

,, business presently located in Houston, Texas. 

18. Defendant 3 I Co. at all times herein mentioned , 

; issued securities known as Common Stock, Class A, par value $ .10 
‘ per share. ^ 

I 

;; 19. The aforesaid Common Stock of defendant 3 I Co. , 

; at all times herein mentioned, was sold to the public "over the 
• counter" by certain designated dealers. 

t • 

20. At all times herein mentioned, defendant Walston 
, was one of the dealers who sold the aforesaid Commo,, stock of 

. defendant 3 I Co. "over the counter" to the public. 

21. Defendant 3 I Co. at all times herein mentioned, was 

1 a corporation registered with the Securities and Exchange Commission. 
,■ 22. Defendant 3 I Co. at all times herein mentioned was 

a corporation filing periodic reports with the Securities and Ex- 

[' change Commission. 

1 . 

>1 23. Defendant Marine Midland Banks, Inc. and its 

l' subsidiaries Marine Midland Bank - Western. Marine Midland Bank - ■ 

. New York, Marine Midland Bank - Rochester, Marine Midland Bank - ' 

, Central, Marine Midland Bank - Southern, Marine Midland Bank of 


I 
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I 

. Southeastern New York, N.A., Marine Midland Bank - Northern, 

: Marine Midland Bank - Eastern National Association, Marine Midland’ 
Bank - Chautaqua National Association and Marine Midland Tinker 
National Bank (hereinafter referred to as "Marine Midland") at 
all times herein mentioned were and still are banks duly organized 
and existing under the laws of New York State. 

24. Defendant Dreyfus - Marine Midland, Inc. (herein- 
referred to as Dreyfus") at all times herein mentioned was 
a partially-owned subsidiary of defendant Marine Midland and at ' 


I' 


|! 


all times herein mentioned was and still is engaged in managing 
institutional accounts, pension funds and profit sharing funds. 

25. Defendant Joel Brownsteln (hereinafter referred to 
as "Brownsteln") at all times herein mentioned was an employee of ' 
, Marine Midland Banks, Inc. 

I 2<.. Defendant Brownsteln at all times herein mentioned 

was employed in the fiduciary trust department maintained by 
defendant Marine Midland Banks, Inc, 

27. One of the duties of defendant Brownsteln's afore-' 
said employment was the financial analysis and/or financial aval- 
nation of certain business corporations. 

28. Another of the duties of defendant Brownstein's 
aforesaid employment was the preparation of Reports concerning 
certain business corporations based on his aforesaid financial 
analysis and/or financial evaluation. 

29. Defendant Brownstein prepared a Report concerning • . 
defendant 3 I Co. during the ear 1971. 
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I 30. Defendants Brownstein and Marine Midlsn.i :,ad the 

I 

.. aforesaid Report typed and/or reproduced. 

I 

Defendant Brownstein was acquainted with defendant 
j‘ Nissan prior to defendant Brownstein's preparation of the afore- 
!; said Report concerning defendant 3 I Co. 

, 32. At all times herein mentioned, defendant Nissan 

t 

was a shareholder in the securities of defendant 3 I Co. 

t 

33. At all times herein mentioned, defendant Nissan 

I 

j' traded in the securities of defendant 3 I Co. 

I 

I 

1 34. At all times herein mentioned, defendant Nissan 

[; acted as a broker and recommended the purchase of defendant 3 I 
* Co,'s Common Stock. 

I 

35. Defendant Nissan was a creditor of defendant 3 I ‘ 


, 36. Defendant Brownstein discussed the finances of 

defendant 3 I Co. with defendant Nissan prior to defendant Brown- 
stein's preparation of this aforesaid Report. 

the time of his aforesaid discussions with ■ 
defendant Nissan, defendant Brownstein knew that defendant Nissan 
owned securities of defendant 3 I Co. 

3i 5, At the time of his aforesaid discussions with 
defendant Nissan, defendant Brownstein knew that Walston was a 
dealer and "made a market" in the securities of defendant 3 I Co. 

39. Defendant Brownstein informed defendant Nissan that 
he was preparing the aforesaid Rep>ort concerning defendant 3 I Co. ' 

40. Defendant Brownstein's aforesaid Report detailed 
the financial history aid the then present financial condition of 
defendant 3 T Cr> 


) 








,1 41. Defendant Brownstein's aforesaid Report misleadingly 

and falsely detailed the financial terms of defendant 3 I Co.'s 
purchase of a data bank license from defendant Excerpta Medica. 
j. 42. Defendant Brownstein's aforesaid Report misleadingly 

. stated the earnings per share of the defendant 3 I Co. for the 
1 fiscal year ended June 30, 1970 as a loss in the amount of $0.25 
whereas defendant 3 I Co. had previously reported a loss of $0.34.' 

43. Defendant Brownstein's aforesaid Report misleadi.-gly, 
• grossly overstated the estimate of earnings per share of defendant. 

I 

j. 3 I Co. for fiscal year ended June 30, 1971 as a profit in the ; 

amount of $0.40 on revenues estimated at $2,124,000.00 
;i 44. Defendant 3 I Co. sustained a loss of earnings of 

$0.33 per share for the fiscal year ended June 30, 1971 on revenues 
i of $1,052,657.00. 

45. Defendant Brownstein's aforesaid Report misleadingly, 
grossly overstated the estimate of earnings per share of defendant 

I. 1 

j, 3 I Co. for the fiscal year ended June 30, 1972, as a profit in the 

[' amount of $1.00+. 

!, 

4o. Defendant 3 I Co, sustained a loss of earnings of 
! $2.42 per share for the fiscal year ended June 30, 1972. 

I 47. Defendant Brownstein's aforesaid Report misleadingly 

; and falsely stated the '"71 P/E Ratid' of 3 I Co. as "32.5x." 

4H, Defendant Brownstein mailed, delivered and/or dis- 
' trihuted copies of the aforesaid Report to other firms and/or 

t • 

I 

I individuals in the business and investment community. 

1 

49. Defendants Marine Midland and Dreyfus by their 
officers, employees, and/or agents mailed, delivered and/or 


t. 



i<Hstrlbutedcopi« of the .foreeeld Report to plaintiff Edward d. ' 

!e^„, to other individuals. fir„,, banks and/or brokerage houses in 
;the business and investment community. 

50. Sometime prior to defendant Brownstein's and Marine 
.Midland's publishing of the aforesaid Report, defendant Nissan 

• advised and "tipped" to other firns, brokerage houses and individ- 
.. uals in the business and investment community of the advent of said 

.Report and the purchasing of 3 I Co. common stock by defendant 

' Marine Midland. ' 

•» 

51. Defendant Nissan's aforesaid advising and tipping 
others of the aforesaid Report and the purchasing by defendant 

: Marine Midland created a substantial increase in the market price 

i 

of the securities of defendant 3 I Co. 

: 52. Defendant Brownstein's aforesaid Report when pub- ' 

' lished and/or distributed created a further substantial increase 
'• in the market price of the securities of defendant 3 I Co. 

53. Defendants Marine Midland and Dreyfus, by their of¬ 
ficers, employees, and/or agents "leaked" and/or "tipped" to plain- 
,.tiff Edward J. Egan, to other individuals, firms, banks and/or 
brokerage houses in the business and investment community of the ' 

; purchases by defendant Marine Midland and Dreyfus of 3 I Co. common 
Stock. 


54. At all times herein mentioned defendant Marine 
Midland and Drey^s purchased and/or traded in defendant 3 I Co. 
common stock. 

55. Defendants Marine Midland and Dreyfus benefited by 
their aforesaid leaking and tipping of their aforesaid purchasing 
of 3 I Co. common stock and by their distribution, mailing and/or 
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! delivering of the aforesaid Broensteln Report. 

50. Odfendants Walston and Nissan benefited fro™ Nissan’s 

tipping of defendant Marine Midland's purchasing of 3 I Co. co™™on 
, stock and the advent of the aforesaid Brownsteln Report. 

57. Defendant Gerald L. Brodsky (hereinafter referred 

to as "Brodsky") at all tines herein nentloned and until Decenber 

20, 1971 „as the chief Officer and Director of the defendant 3 I 

Co. 

I 

5». Defendant Brodsky at all tines herein nentioned 
■ and until Decenber 20, 1971 was the najor stockholder in defendant 
3 I Co. and was referred in the aforesaid annual 3 I Co. Reports 

I to the Securities and Exchange Connisslon as the "parent" of the 
, defendant 3 I Co. 

59. Defendant Brownsteln was acquainted with defendant' 
l: Brodsky prior to defendant Brownsteln's preparation of the afore- 
•; said Report concerning defendant 3 I Co. 

;■ 50. Defendant Brownsteln discussed the finances of 

^ defendant 3 I Co. with defendant Brodsky prior to defendant Br...n- 
Stem's preparation of this aforesaid Report. 

>1. At the time of his aforesaid discussions with 
defendant Brodsky, defendant Brownsteln knew that defendant Brodsky 
was the m^or stockholder in defendant 3 I Co. 

^2. Defendant Brow stein advised defendant Brodsky 

Ihat he was preparing the aforesaid Report concerning defendant 
3 I Co. 

.'3, Defendan^rownstein's aforesaid Report contained 
untrue statenents of naterial facts and onltted to state naterlal 


I 
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facts necessary In order to n,ake the statements made In the light 
i: of the circumstances under ehich they »ere made, not misleading, ' 

j. as to the financial terms of the defendant 3 I Co. • s purchase of 
,, the data bank license, the earnings per share of 3 I Co. for fiscal 
I year ended ,,une 30, 1970, the grossly overstated and unfounded 
!' estimated revenues and earnings per share of 3 I Co. for fiscal i 
' year ended tune 30, 1971 and the ’71 P/E ratio of 3 I Co. common ’ 


' Stock. 


I ; 

, .4. Defendant Bromnstein's aforesaid Report omitted the 

fact that defendant 3 I Co.'s chief officer and major stockholder ; 
defendant Brodsky, was annually converting large blocks of Common ' 
Stock, Class B into Common Stock, Class A, and that defendant j 

^ Brodsky was selling same to unsuspecting purchasers. 

i, .5. Defendant Nissan at all times herein mentioned pur- 

, chased and sold the securities of defendant 3 I Co. for his own 


account. 


v>6. Defendant Nissan was a creditor of defendant 3 I 
' Co. and defendant Nissan converted his loan into 50,000 shares of 
■ defendant 3 I Co. paying only two ($2.00) dollars per share there- 


'■ of. 


67. Defendant Nissan at all times herein mentioned was' 


„ acquainted with defendant Brodsky. 

» ' i 

I 6u. Defendant Nissan at all times herein mentioned was 

acquainted with defendant Brownstein. 

69. Defendant Nissan ohtalred and/or received a copy 
^ of the aforesaid Brownstein Report on defendant 3 I Co. 


I 







70. Defendant Nissan discussed the finances of defen- 
j|dant 3 I Co. with defendant Brownstein prior to defendant Brown- 

stein's preparation of this aforesaid Report. 

71. Defendant Brodsky discussed the finances of defen- 
l-dant 3 I Co. with defendant Brownstein prior to Brownstein's 

preparation of this aforesaid Report. 

72. Defendant Brodsky obtained and/or received a copy 

^ of the aforesaid Brownstein Report on defendant 3 I Co. 

r 

I: 73. Defendant Brodsky by letter dated June 23, 1971 

wrote to defe.Kiant Brownstein advising hl„ of errors In his afore- 
'' said Report. 

‘ 4. Defendant Brownstein prepared "Bulletins" in 

•Augvst, September and October, 1971 containing additional 3 I Co. : 

corporate and financial information learned by Brownstein after his 
preparation of the aforesaid Report. 

74 (a) Defendant Marine Midland and Dreyfus by their i 
.Officers, employees and/or agents, mailed, delivered and/or distrl- 

t 

bufed copies of the aforesaid Bulletins to plaintiff Edward J. Egan, 
i, o other individuals, firms, banks and/or brokerage houses in the 
business and investment community. 

75. Defendant Brownstein never disclosed his receipt of 
defendant Brodsky's aforesaid letter in any of these Bulletins and 
despite Brodsky's warninos of errors in his Report, he recommended 
continued buying of defendant 3 I Co. common stock. 

76. Defendant Brodsky owned 154,475 shares of Common 
Stock, Class B of defendant 3 I Co. on December 1, 1969. 

77. Defendant Brodsky held 38,4% of voting power of 
defendant 3 I Co. on December 1, 1969. 
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ri 

j.' 78. The aforesaid Common Stock. Class B, of defendant 3 ' 

'l Co., owned by defendant Brodsky was not available for sale on the 
"open market." 

I, : 

• 79. Defendant Brodsky at all times herein mentioned ’ 

; periodically converted large blocks of shares 4f the aforesaid 

f 

•Common Stock, Class B into CoiTunon Stock, Class A. 

. 80. The aforeaid Common Stock, Class A, of defendant 

I. 

3 I Co. received by defendant Brodsky was sold by defendant Brodsky 

: to unsuspecting pruchasers. 

1 

81. Defendant Brodsky owned 83,175 shares of aforesaid 
;Common Stock, Class B and 24,700 shares of aforesaid Common Stock ' 

I ’ 

j Class A on October 15, 1971. 


, 82. Defendant Brodsky resigned as the Chairman of the ' 

Board of Directors of defendant 3 I Co. on December 20, 1971. ; 

83. As part of his termination agreement with defendant ' 
.3 I Co., defendant Brodsky gave 25,000 shares of 3 I Co. Common 
'Stock, Class A to defendant 3 I Co. 


84. As part of his termination agreement with defendant 
3 I Co. defendant Brodsky gave 50,000 shares of Common Stock of 
Datapro Research Corporation to defendant 3 T Co. 

: 85. Defendant Maurice Brodsky, (hereinafter referred to 

^ as Maurice ) was the President of American Micromation Industries, 
Inc. prior to October 13, 1971. 

86. Defendant Maurice was the brother of defendant Brodsky. 

87. Prior to October 13, 1971, defendant Maurice was a 
•shareholder in the aforesaid Common Stock, Class A of defendant 3 

I Co. 


88. Prior to October 13, 1971. defendant Maurice owned 
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I warrants to purchase Common Stock Class « ^ ^ ^ 

t ’ iass A of defendant 3 I Co. 

Prior to October l j ^ 

13, 1971, defendant Maurice was 

a co-guarantor of a cf>rta-ir. ^ ^ j 

certain defendant 3 I Co. bank loan. 

90. Prior to October 13 7Q7i ^ ^ ■, 

oner ij, 1971 , defendant 3 I Co. had 

purchased 29% of the Canitai . 

Capital Stock of aforcaaid American Mlcroma- 

tion Industries, Inc. for the sum of $17,500.00. 

91. on October 13, 1,71, defendant 3 I Co. purchased 
the remaining 717i of the Capital Stock of the aforesaid American 

Micromation Industries Inc wi+h r 

, nc. with Common Stock, Class A of defend- 

■ ant 3 I Co. valued at $605,000.00. 

i 92. In addition to the aforesaid Common Stock and as i 

part Of the aforesaid purchase of the remaining interest In the ,• 
aforesaid American Micromation Industries, Inc., defendant 3 I Co ' 

; assumed liability for $105,000.00 in convertible debentures for 
^ »hich it Issued 3 I Co. convertible debentures in equal exchange. ' 

93. Defendant Maurice at the time of the aforesaid port 

chase by defendant 3 I Cn u 

Ithough cancelling some of his shares 

in American Micromation Industries Inc c+-;n 

e.>, inc., still owned 45,CX)0 shares 

thereof. 

94. Defendant 3 I Co. paid the purchase price of 

$505,729.00 for the '■intangible assets" of said American Microma- 
tion Industries, Inc. 

95. The aforesaid purchase of American Micromation 

Industries. Inc. mas «rthless and defendant 3 I Co. mlthin several 

Months thereafter mrote off the aforesaid cost of this purchase as' • 
a complete loss. 
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[ 96. on June 30, 1971, defendant 3 I Co. agreed to pur-i 

i chase all of the assets of Information Company of America, I.C.A. , 
; and Information Corporation of America with Common Stock, Class A ' 
of defendant 3 I Co. valued at $3,053,857.00. 

97. The aforesaid purchase agreement was contingent 
upon the dissolution of a partnership known as Information Company! 
of America, the Partnership and the purchase of the limited part¬ 
ners' interest In the Partnership m exchange for the Common Stock’ 
of Information Corporation of America. i 

9a. Defendant 3 I Co. paid the purchase price of ' 

$2,960,904.00 for the "intangible assets" of Information Company ‘ 
of America, I.C.A. and Information Corporation of America. i 

I 

99. Prior to June 30, 1971, and as part of the afore- 1 
: said purchase negotiations, defendant 3 I Co. received auditor's ! 

^ certificates and financial statements concerning the earnings and ! 

, financial condition of Information Company of America, I.C.A., ' 

Information Company of America, the Partnership and Information ' 
Corporation of America. , 

i 

I 

100. The aforesaid financial statements and auditor's ' 
certificate dated June 21, 1971 stated Information Company of 
America, the Partnership had sustained losses from April 29, 1969,' 
the date operations commenced, to date. 

101. The aforesaid auditor's certificate stated that a 
significant amount of the assets of Information Company of America, 
I.C.A. and Information Corporation of America were invested in 
Information Company of America, the Partnership. 







I 


10 .. X.e 

> -te.e„. ...e. ... .. 3 ,, 

OX America, the Pa»- + ««,^ u» 

, ne Partnership, carried an "asset" 

. n asset , deferred develop- 

.at $60,411.00, which was equivalent to approximately 
, 40^^ of its total assets. 

103. The axoresala audLor. ce..l«ca.e and Ti„.„cdal ' 

■■ Statements stated thai- =+ r, 

a tnat at December 31 loyn +v.«, t 

1970, the Information Com¬ 
pany of America T p a 

iit-a, i.c.A. carried an "asset" 

asset , deferred development 

costs, at $12,500.00, which was equivalent t 

q lent to approximately 13 % 

, total assets. 

104. The aforesaid audl.or's cer.lfica.e s.a.ed .ha. 

i Information Company of America, the Partner h- 

’ * Partnership was in need of addi- 

. lonal working capital for its operations. 

^ 105. Inforha.ion Corpora.lon of America was incorpora.*; 

, on Maroh T. t,o« 

marketable securities. 

t 

10.>. The balance shee. of Inforn,a.ion Corporation of 

America on March 3 i 1071 -rv, j 
, 31, 1971 showed total asset, of $3u,290.00 of 

' which there were $25 onn nn ' 

S25, 000.00 rn marketable securities and $ 10 , 000.00 

. xnves.men. in Information Companv of America, .he Partnership. 

, alance sheet of Information Company of America, 

1 I.C.A.,' showed a Deficit ir. 

ICI. in the amount of $50,043.00 on December 

31, 1970. 

•1 

. lOJ. The statements of operations of Information Company 

; Of America, the Partnership, stated a loss for the year 1,10 in • 

IHe amount $55,«1A.00 and a loss for the year 1 ,,„ m the amount 
’■ Of $95,793.00. 


t 






109. Despite all the aforesaid negative information, 
f including losses, deficits and inactivity, defendant 3 I Co. entered 
! into the aforesaid purchase agreement of June 30, 1971. 

jl no. On June 30, 1971 defendants Arthur W. Elias, Marvin 

S. Riesenbach. Marvin Schiller and Irving H. Sher »ere each Offi- ’ 

;■ cers and/or Directors of either or both of Infor™.tion Coa.pa„y of ■ 

• America, l.C.A. and Information Corporation of America. | 

I 111. On June 30, 1971, aforesaid defendants Arthur W. ' 

Ellas, Marvin S. Riesenbach, Marvin Schiller and Irving H. Sher . 
were all shareholders of Information Company of America, l.C.A. ' 

jl and Information Corporation of America ! 

l! ' ■ 

j, 112. On or about September 1, 1971, defendant Arthur W.. 

. Ellas became President and Director of defendant 3 I Co., defendant 
; Marvin S. Riesenbach became Vice President, Treasurer and a ! 

. Director of defendant 3 I Co. and defendants Marvin Schiller and ' 

' Irving H. Sher became Vice Presidents of defendant 3 I Co. 

( 

113. The aforesaid purchases of Information Company of i 
America, l.C.A. and Information Corporation of America were worth-- 
less and defendant 3 I Co. within several months thereafter wrote 
off the aforesaid cost of these purchases a complete loss. 

114. On September 19, 1969 defendant 3 I Co. entered 
into an agreement with defendants Medische Referatan (Excerpta 
Medica) N.V., Infonet (Excerpta Medica - Rescona) N.V. and Eltrac 
(infonet) N.V. for the "p-irchase" of a "data bank license." 

115. The aforesaid agreement and thereafter under an ’ 
Amendatory Agreement dated January 14, 1971^included defendant Stich- 
ting Excerpta Medica (Excerpta Medica Foundation) as a party thereto 
since Stichting Excerpta Medica (Excerpta Medica Foundation) 






It - - - ! 

i; controlled the afores.ld three (3) defendant corporations. ; 

; llo. On September 19, 1969, defendant Stlchtlng Excerpta 

P Medica (Excerpta Medina Foundation, signed an ■•Indemnity Agreement'^ 
. with defendant 3 I Co. , in effect indemnifying defendant 3 I Co. j 
! as to the performance of its aforesaid subsidiaries under the I 
I aforesaid "purchase" agreement. ' 

|l 

j. * l^eicndants Medische Referatan (Excerpta Medica) 

I, N.v.,' Infonet (Excerpt, Medica - Rescona) N.V. and Eltr.c (Infonet) 
N.v. (hereinafter referred to as "Excerpta Medica") at all times ■' 
j; herein mentioned were and still are Netherland corporations, doing' 
i business in the United States of America with the United States ! 

J, Food and Drug Administration and Ih sale of EH publications. 

j. Stichtlng Excerpta Medica (Excerpta ' 

j! Medica Foundation) (hereinafter also referred to as "Excerpta ! 


|l Medica") at all times herein mentioned was a Netherlands corpor- I 
j atlon doing business in the State of New York and New Jersey. j 

j. 119. Defendant Main Lafrenta and Co. (hereinafter re- I 

j, ferred to as "Lafrenta") at all times herein mentioned were and I 
■, still are independent certified public accountants. i 

120. Defendant Lafrentz audited the financial records of 
I. defendant 3 I Co. for fiscal year ended June 30, 1970. I 

I* * * 

^ 121. Defendant Lafrentz examined the financial state- j 

j ments of defendant 3 T ! 

I I Co. for fiscal year ended June 30, 1970. j 

; 122 The balance sheet of defendant 3 I Co. for fiscal I 

: year ended June 30, 1970 listed therein a, "asset", -a.t. bank j' 

licenses, at cost (Note 1) $1,02«, o06.00", stating $1,000,000.00 j 





« th. purchase cost of defendant Excerpta Medina's data bank 
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license. 


123. This "asset", l.e. data bank license, »as equiva-’ 

lent to 62is of the entire assets of defendant 3 I Co. for fiscal i 

1 


I year 1970. 

!; 124. Aforesaid "Note 1" relating to the aforesaid data' 

|l bank license was contained in "Notes to Consolidated Pinanclal ■' 
jl Statements" and stated, "In September, 19 >9, the Company entered i 
J into an agreeme.t, subsequentlv amended in June, 1970, with Excerpta 
{: Medics Foundation, a foreign non-profit corporation, for the ex- j 
elusive right within the tlnited States to market information ser-l 
vices from Excerpta's data bank of biomedical information. The i 
consideration for this right is $1,000,000, including 46,666 shareL 
■; of Class A common stock Issued in October, 1969, which the Company! 

■I can be required to purchase at $15.00 pet share in October, 1971 , 

[! and 30,000 shares of Class A common stock to he Issued on December 
. 1, 1970 which the Company can be required to purchase at $5.00 i 
, per share- in July, 1971. The shares to be issued on December 1, ■' 

1970 have been reflected as outstanding in the accompanying flnan-i 
oral statements. At its option, the Company can extend this agree¬ 
ment starting July 1, 1971 and thereafter until 1984 by the payment 
of additional considerations. An amendment to this agreement af- ■ 
fectlng the extension of certain dates and changes in additional 

consideration is currently being negotiated." 

. i 

125. The aforesaid balance sheet of defendant 3 I Co. 
for fiscal year ended June 30, 1970 stated therein that the "cost"! 
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! of this purchase Involved "canitai -i 

,, xved capital in excess of par value" of ! 

$842, 333. 00. 

/ ' 

. part of their audit of the records of defendant,' 

, Co. an. .aneraUv accap.a. stan.ar. p,oce.u.es. .a.an.- i 

,, concerning .e.en. ' 

; ^ ^ this data nan. Ucense. i 

;| 127. The aforesaid agreement of September 19. 1969 he- j 

|: tween defendant E^cerpta Medica and defendant 3 I Co. involved ' 

; 40,666 3 I Co. shares. 

f 

I i 

128. Although the aforesaid agreement of September 19 ' 

I, 1«89 gave defendant Bxcerpta Medica the ..righf to require defend- j 

j»nt 3 I Co. to "repurchase" these shares at $15.00 per share, the ! 

' ®^®^®said Note 1 reflor' + rmc» +u I 

, e real intent of the parties, that | 

fi defendant 3 I Cn • . i 

ne required to purchase at $15.00 per share! 

.’in October, 1971. , ^ i 

;j 129. These "shares" held by defendant Excerpta Medica i 

were never repurchased bv defendant 3 I Co. and in the Report for I 

fiscal 1913 by defendant 3 1 Co. filed with The Securities and ^ 

■Exchange Commission, these "shares" were characterized as j 

?£ia! 2 ts, prevlouslv granted to certain stockholders to require the < 

rcompanv ,3 1 Co., to repurchase .6,666 shares of its Class A com- | 

,l».on stock (Which) have terminated during the year ended June 30, 1 

I 1972." ’ j 

; 130. Defendant Fred Von Eugen (hereinafter referred to •' 

, « ..Von Eugen", was involved in securing the aforesaid agreement i • 

; between defendants Excerpta Medica and 3 I Co. and for his efforts ! 


I 
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j, defendant 3 I Co. agreed by letter dated September 19, 1969 to ' 

: pay Von Engen the total amount of $300,000.00; l.e. $150,000.00 

.with the agreement and $150,000.00 IMO days thereafter 
!' * 

131. The "aggregate" consideration for the "purchase at{ 

■cost" of the data bank license of $1,000,000.00 was determined by i 

! defendant 3 I Co. as $300,000.00 for defendant Von Eugen plus j 

; 46,666 3 I Co. shares for defendant Excerpta Medica. 

1 132. Upon signing the aforesaid letter agreement with ! 

defendant Von Eugen, defendant 3 I Co. never reflected on its bal-, 

j nee sheet as a current liability thereunder of $150,000.00, ' 

■ 133. Defendant 3 I Co. never paid the balance of 

. $150,000.00 "due" to defendant Von Eugen or on about April 27,197o; 

■ 134. This "balance due to Von Eugen" of $150,000.00 was,' 

■ changed into 30,0(X) shares of 3 I Co.■s Common Stock, Class A for ‘ 

! defendant Von Eugen by a second letter agreement dated June 15, 1970, 

,• which provided for the issuance of these shares on December 1,1970. 

, 135. The aforesaid 30,000 shares were not issued to 

defendant Von Eugen prior to December 1, ig-Q. 

136. The alance sheet of defendant 3 I Co. for fiscal 
I, year ended June 30, 1970 incorrectl- understated the current 11- 
' ability gf defendant 3 I Co. by one hundred fifty thousand ; 

($150,000.00) dollars. 

; 137. The balance sheet of defendant 3 I Co. for fiscal ' 

^'ear ended June 30, 1970 and "Note 6" to.Consolidated Financial i 
: Statements incorrectly and misleadinglv stated that "stock issued"; 

for the data Ivank license was in the amount of $7,6.>7.00 of Com- ; 
i mon Stock, Class A and in the amornt of $842,333.00 of Capital in ) 









it 

(: 


,''excess of par value. 
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133. Although this said socond letter agreement gave 
■■defendant Von Eugen the "right” to require defendant 3 I Co. to 
j'"repurchase" these 30,000 shares at $5.00 per share, the aforesaid ■' 

ilNote 1 once again reflected the real intent of the parties, that 

"defendant 3 I Co "ran __• 

required to repurchase 30,000 shares of • 

jClass A common stock, . ' 

I 139. These "shares" held hy Von Eugen were never repur- l' 

■■Chased by defendant 3 I Co. and in the Report for fiscal 1972 of ^ 
^defendant 3 I Co. filed with The Securities and Exchange Commission, 
these "Shares" were characterised as " »ocR rights " wherein defen- ! 
j.dant 3 I Co. has entered into an agreement with a stockholder to j 
,500 shares of its Class A common stock in exchange for 


|l cancellation of that stockholder's rights to require the Company j 

,i(3 I Co.) to repurchase or register 30,000 shares." j 

140. The total consideration for the acquisition by i 

■defendant 3 I Co. of the aforesaid data bank license was $150,000.00 
1 plus 7,500 shares. ! 

•' i ■ 

:: 141. There was never purchase "at cost" by defendant j 

:l3 I Co. Of Excerpts Medica's data bank license for $1,000,000.00: ! 
r 142. Defendant Lafrentr Issued its Certificate (Report)' 

1 ; and its Notes to Consolidated Financial Statements of defendant 3 | 

J I Co. for fiscal year ended June 30, 1970. I 

143. Defendant Lafrentz' aforesaid Certificate (Report) 

: and its Notes to Consolidated Financial Statements were contained i ' 

: in defendant 3 T Co.'s Annual Report for fiscal year ended Tune 3Q i 
i 1970. 


!| 

I 


! 




!, 144. Defendant Lafrentz' aforesaid Certificate (Report) 

»• 

and its Notes to Consolidated Financial Statements were contained 
In defendant 3 I Co.'s Form 10 K for fiscal year ended June 30, 

I 

jj 1970 filed with Securities and Exchange Commission. ; 

145. Defendant Lafrentz in its aforesaid Certificate 
(Report) and its aforesaid Notes misleadingly omitted the material 

I 

I facts concerning the aforesaid letter agreements between defendant* 

r 

il 

[| Von Eugen and 3 I Co. 


M 146. Defendant Lafrentz in this aforesaid Certificate 

1 ) 

ji (Report) and its aforesaid Notes misleadingly omitted the material 
|i facts that defendant 3 I Co. had failed to pay defendant Von Eugen' 

• the second payment of $150,000.00. .• 

I 

1 147. Defendant Lafrentz in its Certificate (Report) and 

|i aforesaid Notes misrepresented material facts and misleadingly 
,J omitted material facts concering the purchase "at cost" of the data 
i, bank license and defendant Lafrentz misleadingly failed to disclose 

li 

{ the major misstatements and omissions of material facts on the 
!| financial, statements of 3 I Co. 

li 

j| 14fl. Defendant Lafrentz in its Certificate (Report) and 

■! 

j its aforesaid Notes misleadingly failed to disclose the fact that 
J' the current liabilities on the defendant 3 I Co. balance sheet as 


of June 30, 1970 was incorrectly understated y one hundred fifty 
■' thousand ($150,000.00) dollars. 

j: 149. Defendant Lafrentz in its Certificate (Report) and 

I 

•' its aforesaid Notes misleadingly omitted material facts and mis- 

i 

I 

. leadingly failed to disclose the fact that the financial statements 
i of defendant 3 I Co. as of June 30, 1970 incorrectly and mislead¬ 


ingly recorded a total of eight hundred fifty thousand ($050,000.00) 
dollars common stock. Class A and capital in excess of par value 


li 


I 


in connection 


with 


agreement with Excerpta Medica Fo" 'dation. 



150. Defendant Lafrentz permitted defendant 3 I Co. to 




naterially inh.nca its '-alance sheet assets using legended stock 


in effect stock rights, as the purchase of an "asset at cost". 


. 151. Defendant Excerpta Medica never received any nxiney 

I under the terms of its aforesaid agreement with defendant 3 I Co. 

: 152. Defendant Excerpta Medica never required defendant;' 

I* 3 I Co. to repurchase the 46 ,066 shares. 

153. Defendant Excerota Medica accordingly has received' 


, no consideration from defendant 3 I Co. for its data hank license. 


154. Defendant Von E.gen's total consideration from 


f - , 

, efendant 3 I Co. for his services in connection with the data i 


I' 


;■ hank license was $150,000.00 and 7,500 shares of 3 I Co. Common 
• Stock, Class A. 


I 


li 


155. The aforesaid data bank license was worthless to 


defendant 3 I Co. and in fiscal 1972, defendant 3 I Co. wrote off j 
1 ^ the $1,000,000.00 "cost" as a complete loss. ; 

i 156. Defendant Peter Warren (hereinafter referred to as’ 

" "Warren") at all times herein mentioned was an employee and a Di- ' 

^ rector of defendant Excerpta Medica. 

'■ 157. Defendant Warren was designated hy defendant Ex- 

i, cerpta Medica as its attorney-in-fact and agent under the afore- 
I said agreement of September 19 , 1969. 

i. 

158. Defendant Warren was a Director of defendant 3 I Co. 

159. Pursuant to an Agreement and Plan of Reorganization 
. dated April -j",, 19o9 and Amendment thereto on October 21, 1969 be- 




defendant 3 I Co., Scientific Literature Corporation, Scien¬ 


tific Literature Consultants, Inc. and defendants S. Kim Kessler 


•: and Geraldine Kessler (hereinafter together referred to as "Kessler") 


Scientific Literature Consultants, I 


nc. was merged into Scientific 





' 1 

I' 


Literature Corporation, a subsidiary of defendant 3 I Co. 
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160. Pursuant to the aforesaid Agreement, 32,000 shares," 
. of defendant 3 I Co.■s Common Stock. Class A were Issued to share-! 
^ holders of Scientific Literature Consultants, Inc. and an addltion- 
; al 12,800 shares were held in an escrow fund pending Scientific : 
Literature Corporation's achieving certain earnings during the i 

period of its operations from date of the merger through June 
30, 1971. i 

! 

161. The aforesaid agreement also provided that the 
Shareholders of Scientific Literature Consultants, Inc. might be- i 
come entitled to receive up to 44,800 additional shares of 3 I Co.i 
stock dependent upon Scientific Literature Corporation's earning ; 
record during the aforesaid period. 

162. Defendants Kessler owned a substantial amount of 

shares in Scientific Literature Consultants, Inc. j 

I 

163. After the aforesaid agreement defendant's Kessler i 

were employed by defendant 3 I Co. to manage Scientific Literature" 
Corporation. I 

t 

164. For the year ended June 30, 1970, Scientific Lit- ’ 
erature Corporation sustained a net earnings loss. 

165. Despite the aforesaid loss of earnings by Scienti-’ 
fic Literature Corporation for the year ended June 30, 1970 and 
with the aforesaid provisions of the aforesaid Agreement as to the' 
earnings of Scientific Literature Corporation to June 30, 1971 , 
defendant 3 I Co. entered into a "Second Amendment", dated Novem- . • 
ber 2, 1970, whereby the earnings paragraph of the original Agree¬ 
ment was declared null and void and the additional 44,800 share. ' 


* 






i 
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.■of 3 I Co. stock were issued to the shereholders of Scientific 


■ 1 . 


Consultants, Inc. 

156. Defendant Lafrentz in its aforesaid Certificate 
, (Report) and its aforesaid Notes omitted the fact that Scientific . 
.'Literature Corporation had sustained a net earnings loss for the ^ 

* year ended June 30, 1970. ' 

« 

167. Defendant 3 I Co. has never filed a report with 
The Securities and Exchange Commission that the earnings of Scien- ' 

■ tific Literature Corporation during the period of its operations 

from the date of the merger through .June 30, 1971 was profitable, , . 
iiin support of its "Second Amendment." j 

, 168. Plaintiff Robert R. Felton did not learn the untruths, 

emissions and/or aforesaid actions of the aforesaid defendants until 
^ after defendant 3 I Co. filed its annual 10 K Report for its fiscal 
year ended June 30, 1972. In this Report, defendant 3 I Co. wrote' 
I'off its worthless acquisitions, as aforesaid: American Mlcromatlon 
'Industries, Inc., Information Company of America, I.C.A.Infor- ! 

;(matlon Corporation of America and the data bank license. These 

!: write offs in fiscal year ended June 30, 1972 as "charged extra¬ 
ordinary items" totalled $4,303,340.00. Furthermore defendant 3 • 

, I Co. disclosed the nature of defendant Nissan's "insider" 

Involvement a. a 3 I Co. creditor and purchaser of a large block 
of 3 I Co. stock at a minimal cost. Plaintiff Robert R. Felton 
also became aware of the omissions and untruths in defendant 
Brownstein's aforesaid Report in the light of defendant 3 I Co.'s ’ 
aforesaid annual 10 K Report. 
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I, 169. Th»t at all times hereinbefore mentioned and as to 

jiall facts hereinbefore alleged, and in violation of The Securities 
I'Act of 1933, The Securities Exchange Act of 1934, the Rules and 
;.Regulatlons of The Securities and Exchange Commission promulgated ' 
nhereunder, the laws of the State of New York and common law prln- 
•ciples, the defendants 3 1 Co., Brodsky, Excerpta Medlca, Von Eugen 
j.and Warren participated singly, acted in concert and/or in further- 
I ance of their common fraudulent combination employed the scheme of 
Ija purchase agreement for the data bank license to defraud plain- ' 
Ijtlffs and the class; aforesaid defendants participated singly, acted 
fin concert and/or in furtherance of their common fraudulent combin- 
jatlon engaged in a course of business relating to said data bank ; 
Micense which operated as a fraud on plaintiffs and the class; 
.■aforesaid defendants with tte knowledge, assistance and connivance' 
'of each other did engage in the aforesaid purchase agreement of the 
fdata bank licnese scheme and conspiracy and/or act, practice or 
;;course of business and the material misrepresentations, omissions ■ 
l^and untruths thereof, to willfully directly or indirectly, defraud' 
■.plaintiffs and the class by affecting the value of the 3 I Co. : 
Common Stock and thus affecting the purchaseasale of 3 I Co. Com- J 
|,n>on Stock and by so doing caused plaintiffs and the class to purchase 
|. said 3 I Co. Common Stock without knowledge of the facts herein- ’ 

1, I 

before alleged; aforesaid defendants false-ly stated consideration i 

t . 

for this data bank license purchase; aforesaid defendants caused I 
the balance sheet of defendant 3 I Co. to be grossly inflated and ^ 


I 
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i'.vaggarated both a, to aas.ts and capital, so as to mislead plaln- 
I’tiffs and the class; defendants 3 I Co. , Brodsky, Excerpts Medlca 
land Warren falsely and/or misleadlnoly specified as the considera- 
, 'on for the data bank license purchase apre^pent 4t>.'i6/> 3 j Co. 
shares, ehereas their intention was to issue 4 .n, 06 /. stock riphts 
^ ,, t Which' Vi Ohts they fnrtlwtr intended never to^^use;. defendants 3 I Co. 

.'Brodsky and^Von.Ew^en- falsely a^d/or mlMeadincly specified a, the 
' VohEncen's services i n’connectite, with the afore 

.,,said purchase ^sr.ement 3n.000 3 J Co. shares, whereas their Inten- 
'tion was to issue 30.000 •. t ock^ r i tdtt s which ritips. ..they'never fully 
• intended to ustf; ..foreiaid 'defendants 3 I Co.,, ijiodsky. Excerpts 

,;.'l.dlca. Von Euoe,n,.;nd'W,rren participated slnply,, acted in concert 
. and'or in furthe^anc* of their common fraudulent combination made ' 

,false and misleadins.statemenJs of material facts and Omitted to ' 
state materia, facts which were, necessary tV’^be made- in order to 
"make such statemeni,,nnt mlsleadlnn; Cforesaid^defendants particl- 

■ pa,ted singly, acted in Concert and or in furtherance of the common 
fraudulent action used th'i s' worthless data hank license so as to ' 

■ defraud,- deceive and or misle.td plaintiffs and the class; said 

■ defentlant. Excerpt, Medics, Von Eugen and Warren aided and abetted' 

defendants 3 I Co. and Brodsky by nondisclosure and silence and ' 

, inaction as to the aforesaid misrepresentations and omissions of ' 

; material facts made by defendants 3 I Co. and Brodsky and by the 
aforesaid misrepresentations and omisslops of material fact, made ! 

‘ I 

I by defendants Excertpa Medica, Von Eunen and Warren so as to mislead 
' plaintiffs and the class; defendants Excerpta Medica, Von Eugen and 
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;( arren knew or should have known of defendants 3 I Co. and Brodsky's 

i 

..aforesaid actions to defraud, deceive and/or mislead plaintiffs and 

f, 

the class. 

i 

‘ 170. As the result of the aforesaid actions of the 

^ I 

,I aforesaid defendants, the common stock of defendant 3 I Co. was 

1 , 

i| caused to have a substantial artificial price increase, whereas I 

said common stock was and still is worthless and at present is 

i 

(.quoted at less than fifty ($ .50) per share. 

i] 

171. As the result of the aforesaid actions of the 

'I 

I aforesaid defendants thus affecting the market price of the 3 I Co.' 

! Common Stock, plaintiffs and the class were induced to purchase the 
. ) 
(.Common Stock, Class A of defendant 3 I Co. without knoifledge of the 

f 

facts hereinbefore alleged. t 

!, 172. Plaintiffs and the class sustained substantial los- 

' ses as the result of the foregoing in the amount of $15,000,000.00. 


COUNT II 


' ■ 173. That at all times hereinbefore mentioned and as to ■ 

I- 

!i 

, all facts hereinbefore alleged, and in violation of The Securities ' 

j ' 

!'Act of 1933, The Securities Exchange Act of 1934, the Rules and 

I. I 

Regulations of The Securities and Exchange Commission promulgated 
(.thereunder, the laws of the State of New York and common law prin¬ 
ciples, the defendants 3 I Co., Brodsky and Kessler participated 
• singly, acted in concert and/or in furtherance of their common 
I. fraudulent combination employed a scheme to enter into the afore- ‘ ’ 
said "Second Amendment" to their Agreement so as to defraud plain- 
I tiffs and the class; aforesaid defendants participated singly, acted 

j 

I in concert and or in furtherance of their common fraudulent 


4 
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;'cor,bln.tlon engaged In a course of business relating to this 
f "Second An.ends.ent.. which operated as a fraud on plaintiffs and the 
!■ Class, aforesaid defendants with the knowledge, assistance and 
: connivance of each other did engage in the aforesaid "Second 
.^Amendment., to their Agreement scheme and conspiracy and/or act, 

; practice or course of business and the material misrepresentations, 
' omissions and untruths thereof, to willfully, directly and indlrec- 
•■tly, defraud plaintiffs and the class by affecting the value of the 
..3 I Co. Common Stock and thus affecting the purchase and sale of 
: 3 I Co. Common Stock and by so doing caused plaintiffs and the 
...Class to purchase said 3 I Co. Common Stock without knowledge of 
'the facts hereinbefore alleged, despite the loss for the Scientific 
Literature Corporation for fiscal year 1970 aforesaid defendants ' 
entered into ..Second Amendment., in order to defraud, deceive and/or 
mislead plaintiffs and the class, and aforesaid defendants partlci- 
l^pated singly, acted in concert and/or in furtherance of their com- 
;'n.on fraudulent combination made false and misleading statements of 
I material facts and omitted to state material facts which were 

:: necessary to be made in order not to make such statements mislead- . 

, ing to plaintiffs and the class. 

'■ 174. As the result of the aforesaid actions of the 

aforesaid defendants, the common stock of defendant 3 I Co. was 
caused to have a substantial artificial price Increase, whereas * 
said common stock was and still is worthless and at present is 
! quoted at less than fifty ($ .50) per share. 








175. As the result of the eforeseid sctlons of the 
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Sforesald defendsnts thus affecting the „arhet price of the 3 I Co 

•confon stocK, plaintiffs and the class were induced to purchase the 

Coimnon Stock, Class A of defendant 

cerendant 3 I Co. without knowledge of the 

facts hereinbefore alleged. 

176. Plaintiffs and the class sustained substantial los- 
ses as the result of the foregoing in the aoount of $15,000,000.00. 

•I 

COUNT III 

, 177. That at all tines hereinbefore nentioned and as to ■ 

.11 facts hereinbefore alleged, and in violation of The Securities 
Act of 1933, The Securities Exchange Act of 1934, the Rules and 
.:«99ulatlons Of The Securities and Exchange Connission pronulgated ' 

■ thereunder, the laws of the State of New VorK and connon law prin- 
„clples, the Certificate (Report) and the aforesaid Notes of the ' 

defendant Lafrenta misrepresented material facts and misleadingly ' 
omitted material facts concerning the purchase "at cost" of the ' 

. ta bank.license and defendant Lafrentz in its Certificate (Report) 
and its aforesaid Notes misleadingly failed to disclose the major 
misstatements and omissions of material facts on the financial 
i; statements of 3 I Co. ; defendant bafrenta in its aforesaid Certif- 
'Icate (Report) and its aforesaid Notes misleadingly omitted the 
f material facts concerning the aforesaid letter agreement, between . 
j; defendants Von Eugen and 3 I Co. ; defendant Lafrenta in its afore- 
said Certificate (R^ort) and its aforesaid Notes misleadingly j • 
i; omitted the material fact that defendant 3 I Co. had failed to pay'' 
defendant Von Eugen the aforesaid second payment of $150,000.00, 
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defendant Lafrentz in its Certificate rp 

(Report) and its aforesaid 

Nntcac rf%Am.’i _a* 


' ® that current lia- 


;-K-fH 4 .- '-uixenx lia¬ 

bilities on the defendant 3 I Co K.i 

^'O, nalanc© sheet ac t ^ 

: as of June 30, 1970 

r -n-- «..v tHousana 

.(^-0,000.00, aona„, ae.anaan. ,,, . 

:Po-) a„a .. a.„.Waa.a „.a:eaa,„.:, o™..aa „a,e..aX .ac. • 

, ana „U>aaai„,,, .,nea aasclose .Ha .ac. .Ha. .Ha «„a„c.a. 

Statements of defendant 3 I Co as nf t 
j. o. as of June 30, 1970 incorrectly 

..and misleadingly recorded a total of e-t h. k 

■ hundred fifty thousand .' 

•($ 50,000.00) dollars, common stock Class A * h 

ocK, Class A and capital in excess ’ 

I P alue, in connection with agreement with Excerpta Medica , 

.PouHaa.aoH. aa.aaaa„. Ha..aa.. .aUaa .a aUc.aaa Ca...... ; 

; ca.a (Rape.., ana ... a.o.a.a.a «o.a. .Ha .ac. .Ha. Sc.a„....e ...J 

era.u.a Co.p„.a..oH Haa sus.ainaa a loss o. aa.n.n.s .a. ...ea. ' 

:,-0 as app„aaH:a .a .Ha a.a.asa.a .-Sacana .^ana^an.- Ha..aa.; 

; e.anaa„. 3 I Ca., B.aasKv ana Kassla.; aa.anaan. Ha..an.a tn i.s 

; Ce....,aa.a (Papa..) ana ..s a.a.asa.a No.as naaa ™.s.ap.asan.a..a„, 

:.o. ™a.a..a: .acs ana aH...aa .a s.a.a Ha.an.aX .ac.s nacassa.v .n 

,:oraa. .a naPa .Ha s.a.a„an.s „aaa, in .Ha iipH. a. .Ha s.a.aaan.s 

,, unaa. WHICH .Hay wara aaaa, „a. mslaaaing ana in s ^ ■ 

vaxiig, ana m so doing defen- 

; dan. Lafran.a affac.aa .Ha vaiua af .ha 3 1 Ca c 

e J I Co. common stock, thus 

affecting the purchase and sale of 3 I Cn 

le ot 3 I Co. common stock and by so \ 

•doing caused plaintiffs and the clas.: t ' 

no the class to purchase said 3 I Co. com- 

• mon stock without knowledne of tho 

. xedge of the facts hereinbefore alleged; 

" defendant Lafrentz aided and abetted tho • • 

„ ted the omissions of material 


— —, xa I, 

|;f>c.s and .he non-iisclasures of ma.arial fac.s of daf d 

1 xacTs of defendant 3 I Co 

_ * 


-u J X ^ 

Brodsky, Excerpta Medica c 

H o i^ieaica, Von Eugen and Warren as to th« 

Oixeu as to the aforesaid 
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i purchase agreement of the data bank license in order to defraud, 
deceive and/or mislead plaintiffs and the class; defendant Lafrentr 
■|aided and abetted the misrepresentations of material facts of defen- 
'dants 3 I Co., Brodsky, Excerpta Medlca. Von Eugen and Warren as to 
Nthe aforesaid purchase agreement in order to defraud, deceive and/■' 

,or mislead plaintiff,, and the class; defendant I.afrents aided and . 

« 

* abetted the omissions of material facts and the non-disclosures of' 

; material facts of defendants 3 I Co., Brodsky and Kessler as to the 
.aforesaid "Second Amendment" in order to defraud, deceive and/or 
;|mislead plaintiffs and the class; defendant Lafrentz aided and | 
i; abetted the misrepresentations of material facts of defendants 3 I* 
,Co., Brodsky and Kessler as to the aforesaid "Second Amendment" in ‘ 

,j order to defraud, deceive and/or mislead plaintiffs and the class; 
.Jdefendant Lafrentz knew or should have known of the misrepresentations 
I of material facts and omissions and non-disclosures of material 

I 

[.facts of defendants 3 I Co. , Brodsky, Excerpta Medica, Von Eugen 

,;and Warren as to the aforesaid data bank purchase agreement; and 

!. defendant Lafrentz knew or should have known of the misrepresentations 

of material facts and omissions and non-disclosures of material 
•I 

j facts of defendants 3 I Co. , Brodsky and Kessler as to their ".Sec- 
ijond Amendment" to their original Agreement. 

j 

178. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 I Co. was 
.(Caused to have a substantial artificial price increase, whereas 

i! 

.j said common stock was and still is worthless and at present is 
■•quoted at less than fifty ($ .50) per share. 
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If 


179. As the result of the aforesaid 

axoresaio actions of the 


■■aforesaid defendant thus affectln, the „arhet price of the 3 I Co ' 

;coh„on stoch, Plaintiffs and the class .ere Induced to purchase the 

flCo^on Stoch, Class A of defendant 3 X Co. .Ithout hno.led.e of the 
,facts hereinbefore alleged. 

, I 

, 180. Plaintiffs and the class sustained substantial los¬ 

ses as the result of the fore.oln, 1„ the amount of $15,000,000.00. 


COUNT IV 


J 181. That at all tl„es hereinbefore mentioned and as to 

, s hereinbefore alleged, and In violation of The Securities 

..Act of 1933, The Securities Exchange Act of 1934, the Rules and ■ 

■ Regulations of The Semr t j t. 

, .ecurities and Exchange Commission promulgated 

!• thereunder, the laws of the State of New York and 

i>iew York and common law prin- 

^ P «s, defendants 3 I Co,, Brodsky and Maurice participated singly 
.Acted in concert and/or In furtherance of their common fraudulent f 
i, combination employed a scheme to purchase the remaining Interest In 
,,American Mlcromatlon Industries, Inc. so as to defraud plaintiff 


I Robert R. Pelton and certain members of the class; aforesaid defen 
. dants participated singly, acted In concert and/or In furtherance 


!;°f their common fraudulent combination engaged In a course of bus-. 

, mess in purchasing the remaining interest in American Mlcromatlon 
ndustries, Inc. which operated as a fraud on plaintiff Robert R. 

,1 Felton and certain members of the class; aforesaid defendants »lth! 
|.th,. knowledge, assistance and connivance of each other did engage- ' ' 
In Che purchase of the worthless remaining Interest In American •' 
..Mlcromatlon Industries, Inc. scheme and conspiracy and/or act, prac- 


course of business and the material misrepresentations. 





omissions and untruths thereof, to willfully, directly and indirec- 

I. 

tly, defraud plaintiff Robert R. Felton and certain members of the 
> class by affecting the value of the 3 I Co. Common Stock and thus 
affecting the purchase and sale of 3 I Co. Common Stock and by so 
doing caused plaintiff Robert R. Felton and certain members of the' 

I 

class to purchase said 3 I Co. Common Stock without knowledge of ' 

the facts hereinbefore alleged; despite the fact that aforesaid 

, defendants knew that the purchase price of the aforesaid remaining, 

. interest was grossly disproportionate to the original purchase of 

(lan interest therein, aforesaid defendants consummanted the purchase 
» ‘ 
^ in order to defraud, deceive and/or mislead plaintiff Robert R. Fel- 
l! 

• ton and certain members of the cla«s; aforesaid defendants failed 
:to act at "arms-lencth" for the purchase negotiations in order to 
defraud, deceive and/or mislead plaintiff and the class; aforesaid 
defendants participated singly, acted in concert and/or in further- 
!-ance of their common fraudulent combination made false and misleading 
statements of material facts and omitted to state material facts 

I 

•which were necessary to be made in order not to make such state- ! 

4 

ments misleading to plaintiff Robert R. Felton and certain members 
j of the class; aforesaid defendants participated singly, acted in 
_ concert and/or in furtherance of their common fraudulent combination 
purchased this worthless remaining interest in aforesaid American 
JMicromation Industries so as to defraud, deceive, and/or mislead ' 
.plaintiff Robert R. Felton and certain members of the class. 

182. As the result of the aforesaid actions of the ^ 

I 

i 

. aforesaid defendants, the common stock of defendant 3 I Co. was 

I 

jcaused to have a substantial artificial price increase, whereas 
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|!said common stock was and still is wnrthi ^ • 

IS worthless and at present is 

quoted at less than fifty ($ .50) per share. 

1: 1«3. As the result of the aforesaid actions of the 

; Aforesaid defendants, plaintiff Pohert R. Pelton and certain „e™- ■ 

,,bers of the class were induced to purchase the Co™.on StocR, Class’ 

■■A of defendant 3 1 Co. without Rnowledge of the facts hereinbefore 
alleged. 

U • 

; 1«4. Plaintiff Robert R. Pelton and certain eewbers of i 

.the Class sustained substantial losses as the result of the fore- ■’ 

1 going in the amount of $15,000,000.00 
1 ' ' 

I ' 

I’ COUNT V i 

I ' J 

■' hereinbefore mentioned and as to | 

fell facts hereinbefore alleged, and in violation of The Securities! 
,Act of 1933, The Securities Exchan9e Act of 1934, the Rules and ' 

. Requlations of The Securities and Exchan9e Commission promulpated ! 
‘thereunder, the laws of the State of New Yore . w 

,, iNew York and common law orin- 

I clples, the defendants 3 I Co., Brodsky, Arthur W. Ellas, Marvin 

jS. Rlesenbach, Marvin Schiller and Irvin9 M. Sher participated sln- 
i:9ly, acted in concert and'or in furtherance of their common fraud-: 
:.ulent combination employed a scheme to purchase the assets of 
.■'information Company of America, I.C.A and Information Corporation 
I of America so as to defraud plaintiff Robert R. Pelton and certain 
".embers of the class, aforesaid defendants participated singly, ! 
.acted in concert andor in furtherance of their common fraudulent . 

combination engaged in a course of business in purchasing the assets 
;;of these aforesaid corporations which operated as a fraud on plain- 
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tiff Robert R. Felton end certein members of the dess; eforessld 


; defendants with the knowledge, ssslst.nce end connivence of each 


..other did engage in the aforesaid purchase of the worthless assets 
of these aforesaid corporations scheme and conspiracy and/or act, 
practice or course of business and the material misrepresentations, 
■■omissions and untruths thereof, to willfully, directly and indlrec- 
■ tly, defraud plaintiff Robert R. Felton and certain members of the 
^ class by affecting the value of the 3 I Co. Common Stock and thus 


affecting the purchase and sale of 3 I Co. Common Stock and by so 


, doing caused plaintiff Robert R. Felton and certain members of the 


..Class to purchase said 3 I Co. Common Stock without knowledge of 


,the facts hereinbefore alleged; despite the fact that these defen-' 

• t 


dants knew that one of these corporations was Inactive and that the 
other corporation was in deficit, aforesaid defendants consummated 
this purchase in order to defraud, deceive and/or mislead plaintiff 
Robert R. Felton and certain members of the class; aforesaid defen¬ 
dants failed to act a "arms-length" for the purchase negotiations 
I in order to defraud, deceive and/or mislead plaintiff Robert R. 
i. Felton and certain members of the class; aforesaid defendants partl- 
cipated singly, acted in concert and/or in furtherance of the common 
' fraudulent combination made false and misleading statements of ma- 
■■ terial facts and omitted to state material facts which were neces- 
sary to he made in order not to make such statements misleading to 


plaintiff Robert R. Felton and certain members of the class; afore- 


said defendants participated singly, acted in concert and/or in 
. furtherance of the common fraudulent combination purchasing these ' 
:worthless assets of these aforesaid worthless corporations so as to 
■defraud, deceive and/or mislead plaintiff Robert R. Felton and 
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I cartain ^pembers of the class, 


186. As the result of the eforessid sctlons of the 

..fores.id defend.nts, the con,s.on stock of defendsnt 3 I Co. .as 

^caused to have a substantial artificial price increase, whereas 

^ said common stock was and still Is worthless and at present Is 

'■quoted at less than fifty ($ ..so) per share. 

11 

187. As the result of the aforesaid actions of the 
'aforesaid defendants, plaintiff Robert R. Relton and certain mem- 

. bers of the class were induced to purchase the Common Stock, Class ’ 

, A of defendant 3 I Co. without knowledge of the facts hereinbefore ' 
alleged. 

1 

: 188. Plaintiff Robert R.,Felton and certain members of ! 

I the Class sustained substantial losses as the result of the fore- 
going in the amount of $15,000,000.00 


COUNT VI 


, 189. That at all times hereinbefore mentioned and as to 

I'all facts.hereinbefore alleged, and in violation of The Securities 
,Act of 1933, The Securities Exchange Act of 1934, the Rules and 
..Regulations of The Securities and Exchange Commission promulgated 
•; thereunder, the laws of the State of New York and common law prln- 
..clples, the defendants Nissan and Walston employed schemes and dr 
;; artifices to defraud plaintiffs and the class; defendant Nissan par- 
.'tlcipated singly, acted in concert and/or In furtherance of various 
fraudulent combinations with defendants Brownsteln, 3 I Co. and 
Brodsky, employed schemes and or artifices to defraud plaintiffs 
and the class; defendants Nissan and Walston engaged in acts, prac- 
; tlces and/or a course of business which operated as a fraud on 
; plaintiffs and the class; defewlant Nissan narticioated einnlu 
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acted in concert and/or in furtherance of various combinations with 

r 

defendants Brownstein, 3 I Co. and Brodsky, engaged in acts, prac- 
, ticas and/or a course of business which operated as a fraud on 
' plaintiffs and the class; defendant Nissan in furtherance of the 

I 

various fraudulent combinations into which these aforesaid defen¬ 
dants had entered with intent to deceive and/or defraud plaintiffs 
.and the class discussed the finances of defendant 3 I Co. with 

f 

I defendant Brownstein and recommended the financial prospects of 
defendant 3 I Co. to defendant Brownstein prior to his preparation 
of a Report on defendant 3 I Co. and advised and *»tipped» to other 
firms, brokerage houses and individuals in the business and invest- 

i 

fment community of the advent of said Report; defendant Nissan in 
furtherance of the various fraudulent combinations into which all 
all these aforesaid defendants had entered did engage in a scheme 
and conspiracy and/or act, practice or course of business and the 
material misrepresentations, omissions and untruths thereof, to 

* 

willfully, directly and indirectly, defraud plaintiffs and the class 

. by affecting the value of the 3 I Co. Common Stock and by so doing 
>1 

caused plaintiffs and the class to purchase said 3 I Co. Common 
Stock without knowledge of the facts hereinbefore alleged; defen- 
f dants Nissan and Walston were in a collusive position as to defen¬ 
dant 3 I Co. since defendant Nissan was a shareholder and creditor 
, thereof and was employed as a broker by defendant Walston, a dealer 
, and "market-maker” in defendant 3 I Co.•s securities; defendants ! 

^ Nissan and Walston in their relationships with these aforesaid 
defendants were insiders with private access to 3 I Co. ; defendants 

f 

Nissan and Walston traded and dealt in the securities of 3 I Co. 


( 
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|;for ,h.ir o-n profit .nd bon.flt while possessing, utilizing and 
."tipping" insider information; defendant Nissan participated singly, 
^ acted in concert and/or in furtherance of the various fraudulent 
i, combinations with defendants Brownsteln, 3 I Co. and Brodshy made 
..false and/or misleading statements of material facts and omitted to 
■■ state material facts which were necessary to be made in order not 
,to make such statements misleading to plaintiffs and the class; ‘ 
.defendant Nissan knew that his statements as to the finances of 
..defendant 3 I Co. were untrue and that his evaluations of 3 I Co. ' i 
then present financial condition and business operations were in- 
'.correct and his estimates of future earnings and prospects were ■ 
j grossly overstated and unfounded so as to defraud, deceive and/or ' 

, ».lslead plaintiffs and the class; the defendant Walston failed to 
I exercise reasonable supervision over defendant Nissan to prevent 
>11 the aforesaid; def ndant Walston permitted defendant Nissan to 
, control a major portion of trading 3 I Co. securities, defendant . 

■ Walston permitted defendant Nissan to be in a 'collusion position in 
|, permitting defendant Nissan to act as a broker in 3 I Co. securities 
' While he was a shareholder and cr^litor of 3 I Co., defendant Wal- 
ston by Its silence and Inaction permitted defendant Nissan to 
defra.jd. deceive and/or mislead plaintiffs and the class. 

190. As the result of the aforesaid actions of the 
aforesaid defendants, the common stock of defendant 3 I Co. was 
caused to have a substantial artificial price Increase, whereas 
said common stock was and still is worthless and at present is 
quoted at less than fifty ($ .50) per share. 




3 *» 3 ^ 

19X. A, the r.sult of th. .for.s.ld action, of th. 
aforesaid defendants thus affecting the market price of th. 3 I Co. 
'conunon stock, plaintiffs and th. class were induced to purchase the 

.;Co»,on Stock, Class A of defendant 3 I Co. without knowledge of the 
facts hereinbefore alleged. 

192. Plaintiffs and the class sustained substantial los¬ 
ses as th. result of th. foregoing in the anount of $15,000,000.00. 

COUNT VII 

193. That at all times hereinbefore mentioned and as to. 
,sll facts hereinbefore alleged, and in violation of Th. Securities 

JiAct of 1933, The Securities Exchange Act of 1934, the Rules and ' 
.Regulations of The Securities and Exchange Commission promulg.ted ! 

; thereunder, the laws of the State of New York and common law prin-' 
ciples, the defendant Brownstein employed a scheme to d.frauj plaln- 
■ tiffs and the class; defendant Brownstein participated singly, 

•■acted in concert and/or in furtherance of various fraudulent com- ’ 
binatlons with defendants Nissan and Brodsky employed a scheme to 
.'.defraud plaintiffs and the class; defendant Bro«,steln engaged in 
: the act of preparing a Report of defendant 3 I Co. which operated 
jjss a fraud on plaintiffs and the class; defendant Brownstein par¬ 
ticipated singly, acted in concert and/or in furtherance of various 
I' fraudulent combinations with defendants Nissan and Brodsky engaged 
: in the act of preparing a Report on defendant 3 I Co. which opera¬ 
ted as a fraud on plaintiffs and the class; defendant Brownstein ' 
in furtherance of the various combinations into which these afore- 
!said defendants had entered with intent to deceive and defraud 


.1 







Plaintiff, .nd th. cl... prior to hi. pr.p.r.tlon of hi. .for.,.id . 

Report on defendant 3 I Co. dl.cu.sed th. of ..Id 3 I Co. ' 

I»lth defendant. Nl...„ ,„a Brod.ky .nd Informed th... defendant. 

I'that he ... preperln, the .fore.ald Report, defendant Bro«,.teln In 

:dl.cu..ln, .1th defendant Ni...n the finance, of 3 I Co. and In ' 

-avl.l.„ defendant Ni...n of the advent of hi. .fore.eld Report did 

i'ao with the knowled,. that defendant Nl...n o.ned ..curltle. of 

:;def,ndant 3 I Co. and that defendant Nl..an .a. a repl.t.rd repre- . 

I'SentativG employed by defendant Walston a dcalor .r 
!. on, a dealer and ''market-makeX'' 

j|ln the .ecorltle. of 3 I Co. ; defendant Bro.n.teIn In dl.cua.lng 
'-Ith defendant Brod.ky the finance, of 3 I Co. and In advl.lno 
i, defendant Brod.ky of the advent of hi. .fore.ald Report did .o .1th 
tthe knowledge that defendant Brodsky was th« n.. ■ 

, roasKy was the major stockholder and . 

..chief officer and director of 3 I Co., defendant Brownstein parti- 
IjClpated .ln,ly, acted In concert and/or In furtherance of the varl-' 
jou. fraudulent conbln.tlon. .1th defendant 3 I Co., Nla.an and Brod.kj 
r prepared the .fore.ald Report on defendant 3 I Co. .hlch Report con- 
I talned f.l.e and/or ^Heading .tate^ent. of .aterlal fact, and ' 
i, omitted to .tate ..aterlal fact, .hlch .ere nec.ary to be „ade In 
order not to nake .uch .taten,ent. .l.leadlng to plaintiff. ,„d the 
; cla,., defendant. Bro.n.teIn, Marine Midland and Dreyfu. In further- 
,.nce of the varlou. fraudulent combination. Into .hlch all the.e 
; aforeaald defendant, had entered did enpape In a .cheme and con.pl- 
..racy and/or act, practice or course of buslnes. and the material 
n,l.repre.entatlon.. omission, and untruth, thereof, to -lllfully, 

1 directly and Indirectly, defraud plaintiff, and the cl... by 
f affecting the value of the 3 I Co. Common Stock and by so doing 
.■caused plaintiff, and th. cl... to purchase said 3 I Co. Common 
„Stock .Ithout kno«l«lg. of th. fact, hereinbefore alleged, defen- 
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•» 

!j 

’*dant Brownstein aided and abetted the fraudulent schemes and acts, 
''practices and course of business of defendants Nissan, Walston, 3 

I Co. and Brodsky; defendant Brownstein knew that his aforesaid 

i' 

.Report contained inflated reports, untrue material statements, in- 
correct statements and evaluations of defendant 3 I Co.'s present 

( 

, financial condition and business operations and grossly overstated,’ 

r ' 

>1 

' reckless and unfounded projections of defendant 3 I Co.'s future 

i; 

'learnings and prospects so as to defraud, deceive and/or mislead • 

j: . 

‘.plaintiffs and the class; defendant Brownstein failed to suffic- ' 

iently investigate the known and filed information of defendant 3 ' 

,1 ' 

I I Co.'s finances which would lead to other information which should 

% 

''have been incorporated in his aforesaid Report; defendant Brownstein 
^and Marine Midland failed to properly investigate the finances of 

( 

! defendant 3 I Co. b'sfore preparing, finalizing and approving the j 

t 

i 

aforesaid Report so as not to defraud, deceive and/or mislead 
'•plaintiffs and the class; defendant Brownstein in his relationships 

I 

I with defendant Brodsky was an insider with private access to 3 I 

I' Co.; defendant Brownstein for his own profit and benefit traded in 

i> 

j. the securities of 3 I Co. while possessing, utilizing and "tipping'* 

!'insider information and mailing, delivering and/or distributing 

i 

I > 

i; copies of his aforesaid Report; defendant Marine Midland failed to 

t 

I 

,[ exercise reasonable supervision over defendant Brownstein to prevent 

j. all of the aforesaid; defendant Marine Midland by its silence and 
•1 

, inaction permitted and/or acquiesced for defendant Brownstein to 

• ♦ 

I 

! defraud, deceive and/or mislead plaintiffs and the class; defendants 

If 

•'Marine Midland and Dreyfus benefited by defendant Brownstein's 

l| 

j aforesaid actions and accordingly defendant Marine Midland and 
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|;Dr.vfu. «er. ^ ^ 

j|Posse„ln,, utilizing ,.,,pp,„^„ 

ljd.llv«ri„, .na^or aistrlb.tln, copies of delenaent Bro«nst,i„.s 
,;sfores.ld Report end Bulletins, defendents Marine Midland and Dr.y^u. 
,|for their o.n profit and benefit traded In the securities of 3 1 Co. 
j| 194. As the result of the aforesaid actions of the 

aforesaid defendants, the conMon stock of 3 I Co. was caused to ' 
Jl^ave a substantial artificial price Increase, whereas said coooon ^ 

i. stock was and still Is worthless and at present Is quoted at less ■ 
.than fifty ($ .50) per share. 

* • « 
I 195. As the result of the aforesaid actions of the 

,, aforesaid defendants, plaintiffs and the class were Induced to pur- 
; Chase the Conn,on Stock. Class A of defendant 3 1 Co. without know- 
;iled9« of the facts hereinbefore alleged. 

I 196 . Plaintiffs and the Class sustained substantial losJ 

i, as the result of .he forepolnp In the amount of $15,000,000.00. 

.1 

r 

-HTOEMENT 

I 

|! WHEREFORE, plaintiffs and the Class demands Judgement ' 

|! against defendants, as follows: ' 

l» 

(a) that this action be declared as maintained 
as a class action pursuant to the provisions of Rule 23 
of the Federal Rules of Civil Procedure; 

(b) that defendants be adjudged jointly and 
severally liable to plaintiffs and the plaintiff class ■ ’ 
for compensatory damages in the amount of $15,000,000.00 
and, in addition, punitive damages. 



l! 

i 


3k7» 

(c) that plaintiffs be awarded costs and reason¬ 
able counsel's fees, 

'I 

l|tog,th«r rtth such other end further relief ,s to this Court shell 
appear just and equitable. 

.t 


0 


Li 


tv. 


ROBERT R. FELTON 
Attorney for Plaintiffs 
42 Third Avenue 
Mineola, New York 11501 
516-746-5711 










affidavit of MILTON KUNEN IN OPPOSITION AND EXHIBITS 348. 

iinitw, static.^ DISTHICT munr 
^OUTMKRN orsTincT Sk 


RODEHT R. FELTON, 


PlaintJ ff, 


-acainst- 


Defendants, 


STATE OF NEW YORK 
COUNTY OF NEW YORK 


) ss. 


-- 


WALSTON AND CO., INC., et al.. 


No. 73 civ. ?200 DBB 

affidavit in oppositio 

TO MOTION TO AMFMn 


-X 


MILTON KUNEN. being duly n„orn, deposes and says: 

of Kaye. Scholer. 

erman. Hays s Handler, attorneys for defendant Main 
^afrents 1 Co. (..Main Lafrents..,. f ,,,3 affidavit 

In opposition to plalnMrr'c 

Plaintiff s motion to file a second 

amended complaint. 

2- Having filed his first amended complaint as 
recently as August ». 1973. plaintiff „o„ aeeKs a further 
amendment the complaint to hurl ne«. unsubstantiated and 
unsupportable charges against Main Lafrents. In Main 
Lafrents. motion for summary Judgment, which Is Incorporated 
ereln by reference. Main Lafrents has refuted each of the 
baseless charges In plalntlff .3 first amended complaint 

by attempting to file a second amended complaint on the 

heels of the fllinr of hi- *. 

Irst amended complaint, plain- 

t)ff 3 intention In this litigation Is made manifest: 
Oalntlff will „ 3 e the processes of this Court to harass 
Mam Lhfrents by continuing to concoct new. „.rltless 
••■''rf.atm„:: for the purpo::e 'of maligning Main Lafrents and 
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In an attempt to confuse the Issues In this case. It is 
respectfully submitted that the only way to protect Main 
Lafrentz from further harassment and needless expense Is 
by Immediate action: granting Main Lafrentz' motion for 
summary Judgment, and denying plaintiff's motion to further 
amend his complaint. 

Pr ior Proceedings Involvi n g Main Lafrentz 

3 . Main Lafrentz was not a party to the original 
action filed on May 17, 1973 . It was not added as a party 
defendant until the amended complaint was filed by the 
plaintiff on August 1^, 1973. 

I t 

On November 2, 1973 , Main Lafrentz moved for 
summary Judgment, which motion Is returnable at the same 
time as the return date of the Instant motion. In my 
affidavit In support of the motion for summary Judgment 
I set forth all of the facts concerning the two areas upon 
which plaintiff bases his complaint against Main Lafrentz: 
the acquisition by 31 Company/Information Interscience, 

Inc. ("3I") of a data bank license from Excerpta Medlca 
Foundation and 3 I's acquisition of Scientific Literature 
Corp., a wholly-owned subsidiary. I will not burden the 
Court here with a repetition of the facts set forth In my 
affidavit. Suffice It to say each aspect of these two 
acquisitions was fully set forth In the 3I financial state- 
monts and the notes thereto. Main Lafrentz Issued a quali¬ 
fied opinion with respect to the data bank license, and 
each anu every contention made by plaintiff against Main 
Lafrentz Is totally devoid of merit. 







P l aintiff's Prop o sed Second Amendmonf. 350a 

5 . Insofar as Main Lafrentz Is concerned, the 
proposed second amendment adds only one basic allegation 
to plaintiff's charges: that the 30.000 shares which were i 
to be Issued to the finder in connection with 3 I's ac- ! 

qulsltlon of the data bank license were not Issued to him * 

prior to December 1, 1970 (proposed second amended complaint ^ 
H 135 ); that the balance sheet for the year ended June 30 , j 
1970 incorrectly understated the current liability of 31 ! 

by $ 150,000 (Id. H 136) and that the Main Lafrentz report 

failed to disclose this alleged understatement of $150,000. 

(Id. ^ iij8) 

6. It may be recalled that in connection with 
3 I's acquisition of the data bank license from Excerpta 
Medlca Foundation, that the finder. Von Eugen. was paid 
$ 150,000 in cash and received a promise from 31 to pay 
him an additional $ 150,000 within l80 days. Pursuant to a 
new agreement between 31 and Von Eugen dated June 15, 1970, 
the obligation to pay the $ 150,000 was cancelled, and 31 
agreed to issue to Von Eugen 30,000 shares of 31 stock on 
December 1, 1970. 

7. This agreement is in the form of a letter 
from 31 to Von Eugen ^ted June 15, 1970 . and is attached 
to the motion for summary Judgment and, for the Court's 
convenience, is attached hereto again as Exhibit A. It 
states in relevant part: 

"This will confirm our understanding that 
the second installment of $ 150 , 000 , which was 
to have been paid to you on or about April 27 
1970, pursuant to the Letter Agreement, is not 
^i^antL^ajral^_^o _yo^, it being our agreement 
that In lieu of such payment you shall have the 
rlg.hts set for-th below" (emphasis added). j 


I 
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The ricl.ts "set forth below" Ineluded the rlcht to obtain 
30,000 shares of 31 stock on December 1 , 1970 . which stock 
3 : was obllcated to repurchase at $ 5.00 per share. 

8 . Plaintiff's second amended complaint seeks 
to allege that Von Eugen was not Issued those 30,000 shares 
prior to December 1 , 1970 and, presumably, therefore, the 
balance sheet as of June 30, 1970 understated 3I's obliga¬ 
tion by $150,000. However, this Is a complete misunder¬ 
standing of the most basic accounting rules, which plaintiff 
must well know because he Is a certified public accountant. 

9- The balance sheet was dated June 30, 1970. 
Therefore, it was a statement of the financial condition 
of the company as_Qf that As of June 30, 1970, there 

I was no obligation to pay Von Eugen $150,000: this obligation ' 
had been cancelled by the agreement dated June 15 , 1970 , 
which stated explicitly that the $ 150,000 "is not due and 
payable to you [Von Eugen]." It would have been grossly 
improper for 3 I to have listed this $150,000 as a "payable" 

obligation on June 30 , 1970 when there was no such obliga¬ 
tion on that date. 

10 . Plaintiff as much as admitted this basic ac¬ 
counting tenet at hlb deposition. There, he stated that 
paragraph 12k of the amended complaint, which referred 
to the same alleged $150,000 liability, did not refer to 


the balance sheet upon which Main Lafrentz had Issued it: 
qualified opinion: 

"Q. But you in Paragraph 12^ of your [fl>st 
amended] complaint, said: 'Upon the 
sicnlng of the aforesaid letter agree¬ 
ment with defendant Von Eugen, defendant 
31 Co. never reflected on its balance 

UabUlty thereunder 





Now, tho balance sheet you w<'ro 
talklnr. about, I take It, was the 
balance sheet Main Lafrent^ certified 
with the qualified certification 
which covered the fiscal year endlnf' 

June 30, [1970]; rlRht? 

A. No. llo. Certainly not. 

Q. Which balance sheet were you referring’’ to? 

A. I am talking about the Internal balance 
sheet of the company. ..." 

(Tr. 46^) 

Thus, plaintiff himself recognized, as Indeed he must have, 
that the 31 balance sheet as of June 30, 1970 could not 
reflect the obligation to pay Von Eugen $150,000 because 
that obligation had already been cancelled by the agreement 
dated June 15, 1970. 

11. Despite this recognition, plaintiff now 
seeks to further amend his complaint to charge that the 
balance sheet did not state this $150,000 obligation. Such, 
a contention must be rejected out of hand. The obligation 
had been cancelled, and, consequently, plaintiff's allega¬ 
tion In his proposed second amended complaint that the 
balance sheet understated 3I's liabilities by $150,000 

is frivolous. 

12. Plaintiff also requests that the Court allow 
him to further amend his complaint to charge that the 
30,000 shares were not Issued to Von Eugen prior to 
December ], 1970 (proposed second amended complaint $ 135) 
and tliat the balance sheet for the fiscal year ended June 30, 
1970 incor-rectly atat(>d that the stock Issued for the data 
bank llernse amounted to $850,000 (Including the 30,000 
.-.liar- at $5.00 per share to be l.ssiU'd to Von Eugen) (Id., 

1 !()• Ihe lact is that th<* 10,000 shares w**re Issued 



m 
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to Von Eupon on November 30, 1970, which fully met 31's 
obllpatlon to issue those shares on December 1. (Ex. A) 

The balance sheet as of June 30, I970 took into account 
31's oblipation to issue those shares on December 1, 1970 
and fully disclosed that oblipatlon. That balance sheet, 
which was attached to the motion for summary Judgment, and 
is attached hereto as Exhibit B for the Court's convenience, 
stated in footnote 1 that the consideration for the acquisi¬ 
tion of the data bank license from Excerpta Medlca Founda¬ 
tion Included: 

"30,000 shares of Class A common stock to be 
Issued on December 1, I970 which the Company 
can be required to purchase at $5.00 per share 
in July, 1971. The shares to be issued on 
December 1, 1970 have been reflected as out¬ 
standing in the accompanying financial 
statements" (emphasis added). 

Thus, plaintiff's proposed allegation that the balance 

sheet "Incorrectly" stated that the stock issued in 

connection with this transaction included the 30,000 shares 

to be issued to Von Eugen is patently frivolous: The 

financial statements clearly revealed that the stock was 

"to be issued on December 1, I970" but was reflected as 

"outstanding" on June 30, 1970. 

13. Consequently, the 3I financial statements 

as of June 30, 1970 fully set forth the obligation to Von i 

Eugen as of that date, l.e., the obligation to issue | 

30,000 shares on December 1, 1970 (but no obligation to 

pay him $150,000 In car.l»). And the financial statements 

accounted for thf? liability to l.asuc those 30,000 shares 

l)y r^'flectlng, thoc.r* share.-, as outstanding, In the financial 

statements, and revealing, these facts fully in the notes 


to the financial statements. 
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1'*. There Is an Implication In plaintiff’s nr*w 
Charges that the 30.000 shares were never Issued to Von Eurm 
First, this Is totally Irrelevant to any claim against Main l 
Lafrentz. The balance sheet states the condition of 31 on ' 
June 30, 1970, and the 30,000 shares were not to be issued 
until December 1 . 1970. The note to the financial statement 
does not represent that those 30.000 shares had been Issued I 
by the date of the balance sheet but. rather, that they were ! 
"to be Issued" on December 1 , I 970 . As stated above, the 
obligation to Issue these shares was fully accounted for on 
the June 30, 1970 balance sheet, and, as stated In the 
accompanying motion for summary Judgment, Lybrand Ross Bros. | 
& Montgomery ("Lybrand") succeeded Main La.^rentz as account- ' 
ants for 31 In the succeeding year, which year Included the ' 
December 1 , 1970 date. | 

I 

15 . Second, the 30,000 shares were actually 
Issued to Von Eugen on November 30. 1970, as stated In the ' 
attached affidavit of Bruce Hecker. Thus, the balance sheet 
as of June 30. 1970 fully set forth 3I's obligation to 
Von Eugen, and 3 I met those obligations In full. 


Conclusion 

16 . In sum, plaintiff's proposed new allegations 
against Main Lafrentz are even more frlvolou.s than the alleri- 
tlons In the amended complaint. This continued harassment r* 
Main Lafrentz, and the consistent maligning of Main Lafrentr 
by the making of merltless charges, must be put to an 
Immediate end by the granting of Main Lafrentz’ motion for 
summary Judgment and the denial of plaintiff’s motion to 
further amend his complaint. 


Sworn to before me, this 
7th day of November, 1973. 
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AFFIDAVIT OF BRUCE A. HCCKER ANNEXED TO MILTON NUNIN'S AFFIDAVIT 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OP NEW YORK ' 


ROBERT R. PELTON. 


Plaintiff. 


•against- 

WALSTON AND CO.. INC,, at al.. 


73 Civ. 2200 OBB ' 


Dafandanta. 


STATE OP NEW YORK ) 
COUNTY OF NEW YORK) 


BRUCS A, HBCKER, b^ing duly swoons d«po 9 tt« and aayst 
I am a manbar of tha Bar of this Court and of tha ^ 

firm of shaa Gould Cliaonko a Kramar, attornaya for tha so-eallad 
Excerpta Madica group of dafandants, I malca this affidavit at 
tha raquest of Milton Kunan. a mambar of the firm of Kaye. Scholar 
Pierman. Hays a Handler, attorneys for defendant Main Lafrantz a * 


T *dvise this Court that on or about MoveiRber 30, 1970 
I received certificates representing 30,000 shares of Common Stoc 
Claes A, of 3i Co./Information Interscience Incorporated. The 
certificates ware issued to Prad Von Eugan and were transmitted 
to me with a letter dated November 30, 1970 from Wolf. Bloc)i. 
Schorr and Solis-Cohen, attorneys for 3i Company. 

/ 


Bruce A. Heckor 


Sworn to before me this 

ll 

jl 7th day of November, 1973, 
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31 Co’up.iny |lnfoinollon Intcrscicnco lncof|H»f:jlc(f • 

Juno 15, 1970 
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r.t*. rrccl Von Kufjcn 

Ct.sa 01 an da 

Via Casa dol Frato 

Losonc, Tessin, Gvvitzerland 

Dear Mr. Von•Cuyen: 


Rcforcnco is made to tho Letter Agreement betv.’oen 
■us dated Soptisibcr 19, 19G9 (hereinafter referred to as the 
•'J.cLter A'jj oc:r.ant’'). • 

O’his will Confirm our understanding that the second 
insl al Ifi-.oii t of $190,000, which was to have been paid to you on 
*or about April 27, 1970, pursuant to the Letter Agreement, is 
not due and payable to yoii, it being our agreement that in lieu* 
of such payment you shall liave tho rights set. forth bclov/. 

On December 1, 1970, 3i shall issue to you cortif?.- 
cotes (in sucl) d(.*nominations as you shall designate) for 30,Cv0 
shares of the Common Stock, Class A, of 3i, v;hich shares shall 
be taken by you for investment purposes, v/ithout a view to 
resale, v.'ith tho certificates being appropriately Icgonccd to 
that effect. 

You shall have tho right., which may be' exercised at 
any time £roi:» July 1, 1971 until June 30, 1972, to require 3i 
to do cither of Uie following: 

1, ncDurcliaso the 30,0*00 shares of stock for a price 
of $150,000, which price shall be payable t-hirty days .from the 
date of your v;rittcn request, . 


2. At 3i's sole cost and expense, diligently prepa 
file and use its best efforts to effect a registration stet-er 
under tlie Securities .^ct of 19 33 coverinn tine 30,000 shares, 
the cvc.nt that you shall so request, said rogistimtion ztezar. 
slial] be filed v.'i thin sixty days of your request, subject te 
right of 3i to defer such filing until s*jch filing may be r....d 
based so)oly u*pon f i.naiici al statements for a full fiscal year 
of 3i. MotwitiiStiuncing tho foregoing, in the event t!iat you 




rr tj 








Hr, Prod Von J-.’ufjon 


Jtine 15 ; 1970 


chnll roqiK-Gl nuch iccjictrntion rAaloincnl:, 3i uh-n nr,.- 
be oolj oaifci Lo procoed with it if (i) 3 i ^ 

rc-9,.= lrLan„ v.-hirh hacan,» rffei-Liva fh 

= '•■hich rc5- 

iur'iii/' • I L ^ou i.^ro OA.,.cn‘d the ootjortunitv tn 

•s: s-ss: ss. 

letter. ^nd returning the enclosed cony of this, 

• • • * • • 

Coii’pany - Information 
cience Incorporated 


ACKI.’OIi’LEDKnij VJD AGRnKD TO* 



V-DyV -rrr^ 


fcrald L. iirodskyi l*rc5i,cer~ 




Fred Ven Cuqen 
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Cl Cer.'.pany/Infonrr'Jion Intcrccienco Inccrporatsd 
Conso!idatcd Dalanco Siicct 


1970 Annual Report 
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Assets 


Current ussets 


Cesh . 

Marl ctablo securi ics. at cest and accrued interest 

Accounts roccivcblo. 

Other current czz 3 :s . 

Total current assets . 

Investrren's in altiiictcd coTpanies. at cost, (note 2) 


Fixed a-.sits. at cc**, irrs 
S31.C31 (note 4). 


accumuL.ted depreciation of C50,947 and 


Data bsnk licenses, at cost (note 1) . 

Data bank and systems devetopment cost, at nominal value 

Other assets . 

Total assets. 


June 30, 
1970 

June 30, 
1969* 

$ 38.742 

$ 36,569 

— 

548,618 

330,286 

467.915 

13428 

31,885 

380,456 

1,084,967 

112,500 

92,500 

101,302 

69,979 

1,028,606 


1 

1 

24.354 

62.130 

$1,647,219 

S1.3C9.597 


Liabllilica end Sliarelioldars’ Equity 


Current liabilities 

Accounts payable . 

Accrued expenoes . 

Total current liabilities . 

Shareholders' equity (notes 1 and 6) 

Cennon stoc':. Class A, par value $.10; authorized 3.C00.C00 shares 
outstanding 1.517.770 and 1.372.175 shares.' 

Common stock. Class C. per value S.10; authorized COO.OCO shares 

outstanding 132,475 and 154,430 shares .. 

Capital in excess cf par value. 

Accumulated dsficit . 

_ Total shareholders' equity . 

Total liabilities and shareholders' equity 


S 200,084 

$ 105,814 

89.285 

144.394 

289,369 

250,208 


151,777 

137,218 

13,248 

15,448 

2.6^.9.274 

1.807,595 

(1,456.449)'/ 

(900.872) 

1.357,850' 

1.059.369 

$1,647,219 

SI .309.597 


•eco-noi'.v r; ncits ce jn ,nuif*i ojn of m# i.omc.*! 
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Net revenue (nets i). 

Costs end expences 

Operating expenses. 

Selling and administrative expenses 


Operating loss on continuing operations. 

Operating loss of discontinued operation (note 1). 

Net loss before extraordinary item. 

Expenses of non-consummated merger. 

Net loss . 

Loss per share based on weighted average shares outstanding 

Loss from continuing operations . 

Loss from discontinued operation 

Extraordinary item . 

Net loss . 

*R«it«;ed 

Th# accompany,ng ncte* ara an iniagrai pan of the Imancial aiaiamanta. 


For year ended June 30, 


1970 

1969* 

$1,402,760 

$1,256,936 

1,259,821 

1,203,130 

549.348 

440.666 

1,809.169 

1,643.793 

406,409 

386.860 

149,163 

14.456 

555,577 

401.316 

— 

291,144 

$ 555.577 

• S 692.460 

$.25 

$.26 

.09 

.01 

— 

.20 

S.34 

S.47 


Accountants’ Report to ttta Doard of Directors 
31 Company/irtiOrmation Intarscionce Incorporated 

We have examined the consolidated balance sheet of 
3i Company/Informaticn Intcrscienco Incorporated 
and subsidiaries as of Juno 20.1970 and the related 
consolidated statement of operations for the year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and 
accorrlingly includ’d such tests of the accounting 
records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, subject to the realization of carrying 
ralue of data bank licenses and investments in 


affiliated companies as discussed In notes 1 and 2 of 
Notes to Consolidated Financial Statements, such 
financial statements present fairly the financial position 
of 3i Company/Information Interscience Incorporated 
and subsidiaries at June 30,1970, and the results of 
their operations for the year then ended, in conformity 
with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Main Lafrentz & Co. 

Philadelphia, Pennsylvania 
November 20,1970 
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I No.os to Consolidalcd Financial Statements 
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AFFIDAVIT OF R. W. FOSS IN OPPOSITION TO PLAINTIFF'S MOTION 
RE: AMENDED COMPLAINT (Filed November 7» 1973) 

UNITIJIJ STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 


ROUERT R, FELTON, 


X 


Plaintiff, 

-against- 

WALSTON i, CO., INC., et al. 

Defendants. 


: No. 73 Civ. 2200-DBB 
AFFIDAVIT 


X 


STATE OF NEW YORK ) 

• s s * 

COUNTY OF NEW YORK ) 


RICHARD W. FOSS, being duly sworn, deposes and 

s.iys: 

1. 1. I am a Senior Vice President of Marine 
Midland Banks, Inc. ("the Corporation"), one of the defen¬ 
dants plaintiff seeks to add as a party in this case. I 
am lully familiar with the facts stated herein, and I make 
till:, affidavit from my own knowledge, in opposition to 
plaintiff's motion for leave to serve a "proposed [second] 

• imondod complaint" in this action. 

2. In the guise of a "proposed amended complaint," 
plaintiff seeks to add eleven new parties — the Corporation, 
and nine banks, each located in a different part of New York 
State, which the Corporation controls, and an investment 
management company, one-half controlled by the Corporation. 
I’laintiff has not made any motion to add parties, as 
teijuired by Rule 21. 

3. Defendant has no objection to substituting 
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Marino Midland Banks, Inc., the employer of the author of 
th(‘ report which plaintiff attacks, for Marine Midland 
Bank-iMew York, the bank which plaintiff wrongly believed 
.Jnd alleged in his first two complaints to be the employer. 
But plaintiff should not be allowed to join in this case 
ev.iry bank controlled by Marine Midland Bank, Inc. from New 
York City to Buffalo, against which it has no claim whatso¬ 
ever. Fn an effort tc hide his inability to allege anything 
against Uiese banks, he improperly combines all in one 
« CMtch-all name, "Marine Midland." 

no M idland Banks, Inc . 

The Corporation is a multi-bank holding company 
registered under the Bank Holding Company Act of 1956, as 
amc'nded. Tt controls ten banks or trust companies (the 
"Constituent Banks"), which are engaged in the general com- 
nu'rcial banking business throughout the State of New York. 

V 

A:: of Dec(-ml>cr 31 , 1972 the Corporation held the following 
percent of the* total outstanding shares of common stock of 
the Constituent Banks: 


Marine Midland Bank-New York 99.97% 

Marine Midland Bank-Western 99.83% 

Maritu* Midland Bank-Central 99 .94% 

Marino Midland Bank-Roches ter 99.88% 

Marino Midland Bank-Southern 94.03% 

Marine Midland Bank-Northern 97.80% 

Marine Midland Bank of Southeastern 

flew York , N .A. * 98.72% 

Maiim* Midland Bank-Eastern, 

llatinnal Association 99.12% 

M.iiine MidJ.ind Tinker National Bank 99.36% 

Maiiiie Midland Bank-Chautauqua, 

111(1011,11 A::soci ation 97.61% 


- 2 - 
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5. The Corporation also owns 50% of the outstand- 
inq common stock of Dreyfus-Marine Midland, Inc. ("Dreyfus- 
Marino"), an investment management company offering services 
to large institutional clients and pension funds. The other 
50% of the outstanding common stock of Dreyfus-Marine is 
owned by The Dreyfus Corporation, manager of The Dreyfus 
Fund, Inc. 

6. The information contained in paragraphs 4 and 
5 of this affidavit is public knowledge, although plaintiff 
claims not to have known it; it is filed with the Securities 
nnd Uxchange Commission ("SEC"), the Federal Reserve Board, 
and various New York State Regulatory Agencies. 

ff's Claim 

7. Marine Midland Bank-New York and Joel Brown- 
stein, an employee of the Corporation, are named as defen¬ 
dants in the first amended complaint in this action. 

Flaintiff alleges that defendant Brownstein prepared a 
report on defendant 3i Company/Information Interscience Inc. 
("3i") which "contained false and/or misleading statements 
and omitted to state material facts which were necessary to 
b(' made in order not to make such statements misleading" 
(amended complaint 1l 177), and that defendant Brownstein 
■participated singly, acted in concert and/or in furtherance 
of comriKjn fraudulent combinations (with other defendants) 

to defraud ijlaintiff" ( ibid. ) . 

8. The sole allegations against defendant Marine 
Midland Ilank-New York in the amended complaint are (i) 

dofendatjt Marine Midland failed to exercise reasonable 
supervision over defendant Brownstein to prevent (defendant 


T \ 
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-ownstoin.s alleged unlawful conductr' and (U, defendant 
Mar.no Midland by its silence and inaction permitted defen- 
^iant Brownstein to defraud, deceive and/or mislead 

plaintiff" ( ii^id .) . 

) 

9. Significantly, plaintiff conceded on his 

^ deposition that he purchased his own 3i stock on the advice 
of his broker, that nearly ail of his purchases were made 
before the report was even written and he had never even 
road carefully the report he now attacks. 

Th e Pr ^po j^ed Amen dment 

10. Plaintiff took the deposition of defendant 
brownstein on October 15 and 16, 1973 and learned that 
brownstein was never an employee of Marine Midland Bank- 
Now York but was only an employee of the Corporation. By 
notice of motion, dated October 29, 1973, plaintiff seeks 
i-w- to servo the "proposed amended complaint" annexed to 
l«i.s motion pap,>rs "on grounds that plaintiff has just 
l-'arn..d of the existence of the additional facts stated 
therein and that justice so requires in order that all 
issues between the parties be fully litigated in this ac- 
•lon." In his affidavit in support of the motion for leave 
tf. imend. plriintiff states (p. 2) "only during Brownstein's 
-Jepf,ration was I informed which Bank employed Brownstein." 
i$ut witJiout any explanation plaintiff goes on to state "The 
proposed amended complaint includes as defendants all sub- 

sidiarie.. as well as Marine Midland Banks, Inc., Brownstein's 
'mplayer." 

11. In view of the allegations of the amended 
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complaint, neither Marine Midland Bank-New York nor Marine 
Midland Banks, Inc. has any objection to substitution of 
the latter for the former as a defendant under the allega¬ 
tions of the amended complaint. Such a substitution merely 

corrects plaintiff's misunderstanding on Brownstein's em¬ 
ployer. 


However, in the proposed amended complaint" 
plaintiff nan,es as defendants all ten of the Constituent 
hunts and Dreyfus-Harine on the asserted additional ground 


Ua.;ksr^;3°^®“; corporation, the Constituent 

or rndirectly, defraud plaintiff anfih^cLsti^ 
ffecting the value of 3 1 Co. Common Stock and bv 

said°^"? plaintiff and the class to pur^^e 

said 3 T Common Stock without knowledge of the fSts 
^^ereinbefore alleged (proposed amended complaint. 


.'luintiff also clalnB that the Corporation, the Constituent 
hanks and Dreyfus-Marine "for their own profit and benefit 
traded in the securities of 3 I Co." (ibid.) 

13. Plaintiff claims to have learned of the fore¬ 
going from the deposition testimony of defendant Brownstein. 
Brownstein did indeed identify several of the banks within 
the Marine Midland system (tr., pp. 5-7) and testified that 
as part of his duties as a security analyst employed by the 
Corporation, he prepared a report on 3i in May, 1971 
(i'J.f pp. 42-43). However, when questioned about purchases 
of 3i Common Stock by any of the Constituent Banks, 
.'.r.wnstoin denied knowledge of the types of accounts managed 
hy the Constituent Banks, any "system" for managing such 
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account., or who made any decision to purchase a security 
'id., PP. 79-83). Although he wrote a report oh 31, Mr 
-owhstein could not and did not recommend 31 stodc - or 
^ny other security - ,or purchase by any of the Constituent 
Bants. That decision rests with the Invest„»nt Policy 
Commrttoo of the Corporation, as Br«,nstein testified ,id 

PP. 48, 73). —■' 

14. The amended complaint, the "proposed amended 
cumplaint," and even plaintiffs affidavit in support of 

Bin n,otio„ to amend are submitted "on information and belief " 
Despite some detailed allegations concerning Brownstein's 
May 17, 1971 report in the amended complaint, plaintiff 

-f 31 »tock ,tr., p. 242), that he spent "under ten minutes" 
looking at it when he was first sh«,n it ,id.. pp. 203-204), 
and that he did not have the report when he prepared the 
complaint or amended complaint (id., p. 260). other allega¬ 
tions concerning Brownstein and Marine Midland were con- 
oededly based upon "opinion" and conjecture. (see, 5 . 3 ., 
is!" f pp. 244-247) 

15. As pointed out in greater detail in the memo¬ 
randum submitted in opposition to the present motion, plain- 
lifl clearly seelcs to amend the complaint based upon his 
tortured and inaccurate inferences from Brownstein’s testi- 
»ouy. consistent with his prior practice of basing the 

... '-"'Dl-int (as to Brownstein and Marine Midland) 

-"(irely on his personal opinion and conjecture. Presumably, 
following ,.ach deposition taken by plaintiff, defendants may 
expect new allegations, not to mention new defendants. 
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siiiiil.irly based upon such conjecture. Justice hardly re¬ 
quires that this Court permit plaintiff further to harass 
defendants with continued amendments to the complaint, 
adding new and additional allegations as groundless as those 
asserted in the complaint and amended compleiint. 

1^. For the foregoing reasons, I respectfully 
submit that plaintiff’s motion to amend the amended com¬ 
plaint should be denied, except for the substitution of 
Marine Midland Banks, Inc. for Marine Midland Bank-New York 
as defendant (see K 3, supra) . 




(Ri^iiard W. 


Sworn to before me this 




day of November, 19 73, 




Notary Publi''<! 


Ts? 

: • ' , . >,>n 

t 


0 







EXHIBIT ANNEXED TO WARINEmioLANO'S MEMO IN OPPOSITION 
TO PLAINTIFF-S MOTION FOR CLASS ACTION ($^”^01^0^ 
PLAINTIFF'S TRANSACTIONS IN 3 I STOCK 

PLAINTIFF'S TRANSACTIONS IN 3i STOCK 


Date 


Trans¬ 

action 

No. of 
Shares 

Price Share 
($) 

Total paid 
or received 
(S) 

July 

9, 1970 

Bought 

2,000 

• 4 3/4-4 5/8 • 

9,437.50 

Jan. 

13,1971 

Bought 

1,000 

7 3/4 

7,750.00 

Feb. 

1, 1971 

Sold 

1,000 

9 1/2 

9,500.00 

Feb. 

9, 1971 

Sold 

2,000 

12 1/2 

24,250.00 

Mar. 

2, 1971 

Bought 

3,000 

11 3/4-12 

35,562.50 

Mar. 

16,1971 

Sold 

2,000 

15 1/8 

30,250.00 

Mar. 

22,1971 

Bought 

2,000 

14 7/8 

29,750.00 

Apr. 

13,1971 

Sold 

1,000 

15 1/4 

15,250.00 

June 

7, 1971 

Bought 

1,000 

20 

20,000.00 

June 

21,1971 

Sold 

300 

19 3/8 

5,812.50 

Dec. 

27,1971 

Sold 

700 

7 5/8 

5,337.50 
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(All transactions made through Walston & Co., Inc.) 

SOURCE: Defendants' Exhibits 3-7 for identification, 

deposition of Robert R. Felton 


EXHIBIT A 








AFFIDAVIT OF ROBERT R. FELTON DIRECTED TO MAIN LAFRENTZ'S 368a 

TO PLAINTIFF-S MOTION TO AMeSo COMpTaINT— - 

.^TED STATES DlS'gTRlCT CCXJRT (Filed November 9, 1973) 

SOUTHERN DISTRICT OF NEW YORK 


ROBERT R, FELTON, 


Plaintiff, 


-against- 


WALSTON AND CO., INC., et al., 

Defendants. 


STATE OF NEW YORK) 
.COUNTY CF NASSAU ) 


ss. : 


ROBERT R. FELTON,' being duly sworn, upon Informstion and! 


belief, deposes and says: 

I submit this affidavit in reply to defendant Main 

Lafrentz' opposition to plaintiff's motion to amend the complaint 

herein. ^ 

' i 

I am not surprised at the viciousness of Mr. Kunen's 
attack in view of his spurious motion for a summary .iudgement which 
,he made returnable on the same date as this instant motion. The ; ‘ 
/act that Mr. Kunen would not adjourn the deposition of certain 
employees and the partner who conducted the audit of 3 I Co. for 
Main Lafrentz nor would he adjourn his motion for summary judgement 
. until after the completion of these depositions shows Mr. Kunen to 
bo -running scared.- I respectfully wish to assure this Court 
that the allegations in the proposed amended Complaint were not 

I 

frivolous, nor were they made with any intent to harass Main ! 


I 
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I-afrentz nor were they .ade in an attempt to confuse the issues in 
this case. 

Nowhere in the Main Lafrentz Certificate (Report, and th< 
accompanying Notes to the Consolidated Statements is there any 
reference to the letter agreements between 3 I Co. and Fred Von 
Eugen. Mr. Kunen has submitted Exhibits in support of his motion 
for summary judgment which include defendant's (Exhibit 1 , the two 
agreements between 3 I Co. and the Excerpta Medina subsidiaries an<. 
the Excerpta Medina Foundation dated September 19 , 1 ,S 9 , defendantjs 
ibit 2 ) letter agreement dated September 19, 1959 between 3 I I 
CO. and Fred Von Eugen, defendant's (Exhibit 3, letter agreement 
dated dune 15. 1970 between 3 I Co. and Fred Von Eugen and defen¬ 
dant's (Exhibit 4) letter agreement dated April 5, 1972 between 
3 I Co. and Fred Von Eugen. 

Mr. Kunen, after reading the letter agreement (Exhibit 
2 ), naively states in his opposition affidavit paragraph 6 , "that 
the finder. Von Eugen, was paid 5150,000 in cash and received a 
E£OEi^ from 3 I Co. to pay him an additional 5150,000 within 180 
[days." There was no_£r^ise in this letter agreement. Indeed 
there was an agreement between these parties that 5300,000 was to 
be paid to Von Eugen, one-half on the closing of the contract and 
one-half payable to Von Eugen 180 days, thereafter, on or about 
April 27, 1970, Mr. Kunen would have us believe that the agreement 
of September 19, 1969 was a mere promise, which would suit Main 
Lafrentz' purposes, since in fact the 5150,000 was never paid to 


/ 
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(IVon Eugen on or about April 27, 1970 

M.ln Lafrentz obscurad the Identity of Von Eugen as »ell ' 
as the existence of these aforesaid letter agreements although , 
, they valued the Von Eugen share of the data bank license trans- 
actions at $300,000, l.e. 30?r of the total of $1,000,000, •'so- ' 

called purchase at cost." A reading of the Main Lafrentz Note is i 
very much in point: ! 


In September, 1969, the Company entered 
into an agreement, subsequently amend «.H in 
~ ne,^^1970 , with Excerpta Medica Foundation 


I challenge Mr. Kunen and/or Main Lafrentz to show this ‘ 
Court any amended agreement between 3 I Co. and Excerpta Medica ! 
Foundation, in June 1970, for I believe there was none. 

The only agreement "dated June, 1970" was between 3 I 
•Co. and Von Eugen. It was incumbent on Main Lafrentz to disclose 
Von Eugen-s identity in their Notes in view of the $300,000 
•valuation.in the data bank license transaction, but Main Lafrentz 
Chose not to disclose and in the aforesaid statement in Note 1 
they accordingly misrepresented the aforesaid facts. 

Mr. Kunen, in paragraph (12) of his opposition affidavit, 
saw fit and for very good reason to underline: 

30,000 shares of Class A common stock 
to be issued on December 1, 1970. . " 

t 

Would that Main I.afrcntz had also underlined these afore¬ 
said mords originally in their Note 1. However this would not serve 





• the purpose of 3 I Co 3 T Cr^ m 

• • 3 I Co. Management and Main Lafrenta. 

Main Lafrenta Note 6 contains the 

^ - ontarns the major misstatements as 

to the stock issued by 3 I Co for- 

. for fiscal year ended June 30, I 97 O: 

"Change s in share hoiHcT-m; ■ , . 

~ —3- a IS summarized as follows: ' 


Common Stock 
Class A 


Stock issued in connection 
, with amendment to 
Scientific Literature 
• Corporation acquisition 
.• agreement (note 1) 

^ tock issued in connection 
With acp-e ement with 
- Excerp ta Medica Founda ¬ 
tion (note 1 ^ 


Capital in 
excess of 
- pa r va 1 u e 


$4,480 


7.667 


(4,480) 


842.333 


, I chaiienge Mr. Kunen and/or Main Lafrenta to show this ' 

^«ued tn ... „ 

"ith agreement with c- 

-^ ca foundation 

couid Main Lafrenta state in Note h that stoch totaiUng ,S50.000 

usced prior to done 30. tgto when in fact the aforesaid tetter 

agreement dated 'June 15 1070 " ^ ^ a 

15. 1970 provided for $150,000 of this total 

■ to be first issued to Von Eugen on December l, 1970 . 

To this point I have used quotation narks when I refer 

to the date of the amendatory letter am-o 

y letter agreement, defendant's 

(Exhibit 2) "dated June 15, 1970 " t hoi • 

19/0. I believe that this agreement 

-s back-dated b, the parties thereto so as to be applicable prior 
to dune 30. 1970. Despite Mr. Kunen.s assertion that the remaining 
5150,000 was "promised., to Von Eu^n. the fact is that he was 
entitled to be paid $150,000 on or about Spril 37, 1970 . Mr. Kunen 
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,"th&t Von Huncn waq nr>+ * 1 . 

uoen r.as not paid the monies on or about April 

27, 1970 nor was he paid on dune 15, 1970. The letter a^eement 

"dated dune 15, 1,70" provided Tor issuance oT 30.000 shares of 

legended stock on December 1 iQ 7 n i • 

emoer i, 1970 in lieu of the $150,000 payment. 

e was no explanation in this letter agreement why although 

"Signed" in dune, 1970, the stock to be Issued thereunder was 

delayed more than 135 days thereafter- 

y e«fterjunless of course that the 

agreement was actually executed in November, 1970 . 

Main Lafrentr was late in its audit of 3 I Co. for fiscai 
year ended dune 30, 1,70 and in fact 3 I Co. requested an extension 


of time from the SEC to file its annual 10 K. One of the reasons 


• gdven the SEC by 3 I Co was that t r- ^ 

. was that 3 I Co. was amending its Excerpta 

■ Medica agreement. With all of this information at its disposal, 
there was presumptive evidence to Main Lafrentz that this aforesaid 

• latter agreement was back-dated by the parties to enhance the 
balance sheet of 3 I Cr» 

" * ® fiscal year ended June 30, 1970. 

There is an old adage the "the truth hurts" and this 
■may account for the vehemence of Mr. Kunen’s personal attack. ; 

' Aside from the aforesaid material misrepresentations, ' 

' the omissions and non-disclosures by Main Lafrentz in its Certifl-' 
cate (Report) and accompanying Notes, the facts are very obvious I 
that the balance sheet of 3 I Co. for fiscal year ended dune 30, 

1970 is materially Incorrect. Mr. Kunen summed up his understan- ■ 
ding of the data hank license acquisition.in paragraph ( 20 ) of his 
Noving affidavit in the spurious summary judgement motion: 



.•Cash . . 


•^,666 shares issued in 1969 (valued at 
th« repurchase price of $15 per sh«er. 

$5 per share) '■'Purchase price of 


$150, CXX) —7 


700,000 


150,000 


$1,000,000 


Ir considering the basic axiom that "the whole is equal ' 

- the sum Of its parts" we find 3 1 Co. and the acquiescino Main ' 

--rents stating the total ^l.ooo.OOO as a balance sheet asset on 

-ne 30, ipto. on the other side of the balance sheet, we find '' 

the payment of , 130,000 in cash to Von Hugen and the issuance of 

eres of lettered, restricted stock stated at $ 700,000 i 

^e balance of $130,000 as aforesaid was not paid to Von Hugen or ' 

or about Aprrl 27, 1970 . Furthermore no shares were issued to Von. 

Eugen prior to dune 30, 1970. Therefore fairness and correctness ' 

, »ould require that there be shown on the balance sheet of 3 I Co ' 

as a liability to Von Eugen either monies owing of $130,000 or 

Shares owing of $. 30 , 000 . However 3 1 Co. and the acquiescing 

Main Eafrentr did not choose to show this liabilitv to Von Eugen 

- erther cash or stock but instead chose to misrepresent the stock 
issued under aforesaid Note 6. 

Mr. Kunen is never more incorrect than in his statements 

an paragraph , 13 ) of his opposition affidavit, wherein he inconsis- 
tently states: 

•'Second, the 30,000 shares were actuaii,, 
issued to Von Eurjen on November 30 1970 ^ 

.“cker Th'" 'he attached affidavli of B^uce 

30 1970 J l^ balance sheet as of June 

Von F ^ ^ Obligations to 

Von^Eugen, and 31 met those obligations in 






I respectfully submit that the balance sheet of 3 I Co. 
as Of 3une 30, 1070 does not fully set forth 3 I Co.'s obligations 
In full, on the contrary, the 3 I Co. balance sheet a. of June 

30, 1970 understates current liah-i i mas k 

liabilities by the material amount of 

$150,000 and Main Lafrentr did not disclose this material fact 

either in its Certificate (Report, or in its accompanying Notes. 

WHEREFORE, I request that this Court grant this motion 
amending the Complaint herein. 

! 

ROBERT R. FELTON ' 


Sworn to before me 


this S' day of November, I 973 . 

_ ’ 


QuaUf:«..| \ , 
T.r.n ... M 
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ROBERT R. FELTON, 


Plaint iff, 


-against- 


WALSITtN AND CO. , INC. , 
et al., 


^ DafcnUanls, 


13 Civ. 2200 DBB 


STATE OF NEW YORK) 
COUNTY OF NASSAU ) 


s*. : 


ROBERT H. PEETCN, b.ln, 
belief, deposes and says: 

T .ub„lt thi, in to oppo.ltion to 

I with to inform thi. Court ,h„ Mr. Kun.n h« ,iu,t 
institutod . motion for , protoctiv. ordor ,o stay aU diacovary 
aoain.t Main Lafr.nit -di„„ d«tarmln„I„„ of it, motion for 
aummarv .iudtpna.,, ■'on tha oround ihat aald protaciv, ordar i, 

n.ca,.ary to pr.vant nndua haraaamant. bord.n and avpana. to d.f.n- 

danl riai?*! 

I raapaci fully ,uo<;a,t that Mr. Ki,nan's ,alf.,«rvinc 
motion for this unn.cas.ary protactiv. ordar i, consonant »ith 
tha viciousna.s of Mr. Kun.n', attach harain and claar.y prova, 
him to ba "runnino scarad" a, I hava praviou.ly suopastad. Thara 
•ra obviously important fact, and avidanca that Mr. Kuna,, „ould 
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prefer not di.covered herein, and *o by bluster and vituperation 
he presses his attack. 

There was no need for this protective order. After Mr. 
Kunen refused to ad.ioi-rn his motion to a date two (2) weeks after 
the completion of the depositions that I had sought herein, I did 
not qua-rel with his rebuff. I have not asked this Court for an 
adjournment of this motion nor do T intend to seek an adjournment 
on the return date thereof, 

Furtheriiifire I have not availed myself of Hule 56(f) of the 
Federal Rules of Civil Procedure, since (1) my aforesaid opposition 
a ffidavit and (2) my aforesa i d reply affidavit contain specific 
facts that de tail genuine issues for trial herein . 

WHEREFORE, I respectfully request that this motion for 
summary judggnent be denied in all respects. 


RufaERT R. FELTON 


Sworn to before 


this y/' day of November. 19~’3. 


/ 
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«EPLy AFFIOAVIT OF ROBERT R. FELTON DIRECTED TO MARlllF 
MIOLANO'S OPFOSITIOM TO FLAmTVFrs W^olSr 

UNITED STATE DIB1MCT “oiIRT"• '97J 
SOUTHERN DTSTR-^CT Ni:W YORK 

ROBERT R. FELTON, * ^ ^ 


Plaintiff, 

-against- 

WALSTON AM) CO., INC., et al. 

Defendarts. 


7^ Civ. 2200-DBR 


'''T'ATK OP-Ncv YORK ) 
COrWTY OF NAr?RAir ) 


SS. ; 


ROBERT R. FELTON, beln^, duly sworn, upon infonnatlon 
and belief, deposes and says; 

I subMlt thl. .ffiiavlt 1„ reply to Marine Mldl,„d-e 
oppoetlon to „.y motion to amend the complaint herein. 

nv opponent,yilllam Uillla, aho.ed his hand Immedlataly 

nii-.hlny me to the wall." He moved Immediately to dlamias my 

■-'-‘•.•^1 oemolein., ren„-at.ne more Particularity; Haviny thus' 

o'e.'ned his Order, I obliged him with an amended complaint with 
I' frti cularity. 

Then he asserted "priority" In deposition and ones 
ey.an ohtalping his Order, I obliged with my prompt and full 
deposition, appearing at his disposition on four ( 4 ) days. 

His charuo.erlsatlon of „y testimony in Ms onposltlon 
Hemprandum was unfair and for that .attar were many of hie 
questions, as well as h,s choice of those pages which he saw 
Tit to Include in Ms opposition Memorandum. If he considered 
any of my answers as eyaalve, he certainly could have moved 

accordingly, a course of action which he has ohvleusly has ta4,„ 
arid could no* orevaM. 

Now, afbPr hav^ne deronM hiF cllenb Brownsteln and 
after discovering: many documents which relate and read a tale of 
fraud and conspiracy, F,nd after instituting this timely motion, 
Willis cries "harassmenf’ and charges "distortion." 








I respectfully submit if there has been any harass'men^', 
Willis has done the harassinp*. And if there has been any dis¬ 
torting, defendants Brownstein and Marine Midland have done the 
distorting as I will attempt to show in this affidavit. 

HARASSMENT 

The original complaint named as a defendant Joel "Doe." 
Richard l^ons, Willis' assistant called my office and requested 
an adjournment to answer and in the course of our telephone con¬ 
versation identified Joel "Doe" as one Joel Brownstein and 
further. lyon admitted that Brownstein was still employed by 
Marine Midland. Thereafter Willis denied knowledge as to "Doe" 
and furthermore, after the personal service of Brownstein at his 
residence, Willis had the temerity to institute a motion to 

dismiss on the "grounds" that Brownstein was not named in the 
original comnlaint. » 

The amended complaint alleged that Brownstein was ' 
employed by Marine Midland Bank, New York. Brownstein denied this 
allegation and other allegations detailing Brownstein's duties 
of employment. Willis sat back on these denials and waited for 
Brownstein'8 deposition. The fair approach would have been to 
have called deponent and informed me that Brownstein was employed 
by the pardnt. In his opposition Memorandum, Willis terms the 
nompla-nt's allegation of Tirownsteln's employment at Marine 
Midland Bank -New York as a "mistake." Brownstein was employed 
Bt ?B0 Park Avenue and at this address. Marine Midland Bank-New 
York has a branch office. There was no "mistake" in the 
original complaint, merely the fact that Marine Midland, by the 
overbearing efforts of Willis in his assertion of priority, had 
certain information which until the deposition of Brownstein, was 
in their complete control. 

P ERTINE Nr COMPLAINT ALLEGATIONS AN D ANSWERS THERETO 

Complaint Allegation 29. "Defendant Brownstein prepared a Report 

concerning defendant 5 I Co. during the 
year 1971." ® 

Brownstein and Marine Midland Answers — 


" Admitted." 





complaint Allegation Brownat.in inPo™,. ,,p,„,3Z9- 

said ilirr^llLTr.r.l LlSf f? 

Brownstein and Marine Midland Answers — •'Admit the eiio 

contained In paraKraS;“8!''and“vf?“?Sat 
that"^.*^" ’"'''’'■'""I "defendant Nlsaan (i) 

employer only." 

Conplalnt Allegation 4?. "Defendant Brownstein nailed, delivered 

distributed copies of the afore¬ 
said Report to other firms, banks and or 
brokerage houses in the huknesrand in^ 
vestment community." ^ 

Brownstein and Marine Midland Answers — "Denied." 

complaint Allegation 4A "Defendant Marine Midland, by its 

Officers, cemployees and/or agents mailed 
delivered and/or distributed copies of th^ 

“‘hcc firms; banks 

and/or brokerage houses in the business 
and investment cornminity." 

Brownstein and Marine Midland Answers — "Denied." 

complaint Allegation B1 "Defendant Brownstein discussed the' 

finances o^ defendant e I Co. with defend 

rrer:™ef"'^ defendant B^Swn«l?^s 

prerarn.ion tvo.fi afo'f’esajd Report." 

Brownstein Answer — "Admitted." 

complaint Allegation ^2- ”At the time of his aforesaid discussion 

^etendant Rrod.sky, defendant Brownstein 
defendant Brodsky was the major 
stockholder in defendant e I Co," 

Brownstein Answer — "Denied." 

complaint Allegation 55. "Defendant Brownstein advised defendant 

Brodsky that he was preparing the afore¬ 
said Report ccnceming defendant e T Co." 

Brownstsln Answer - "Admits the allegations containsd in para- 

graph 53 , and avers Brownstein advised 
defendant Brodsky (i) that he was preparing 
a report concernintr defendant 3 i and (ii) ' 
that said report was for use by Brownstein's 
employer only." 

Complaint Allegation 6S. "Defendant Nissan obtained and/or re¬ 
ceived a copy of the aforesaid Brownstein 
Report on defendant 3 I Co." 

Brownstein and Marine Midland Answers — "Denies knowledge of 

information sufficient to form a belief as 
to the allegations contained in paragraph 65." 





P “ n* All«R«lon 67 ^Defenaant Brodalcy dlacusaed the 

l\ 0 o wl tS de- 
Prepatation of this afo^asaif 

M ^ A J A 


Brownsteln Answer — "Admitted." 


documents 

in View Of the fact that certain of these doouaents 
have been previously identified as exhibits in the depositions. 
I Shall refer to them as "Items''. 

(a) Documents produced hv nrcuno.-«.-_^ - 

—- —^-£_Brov^tein_and. Warlne Midla nd. 

to Gerald BrodskyfIW from Brownsteln 

(2) Brownsteln Report dated May 17, 1971 
(5) Brownsteln Bulletin dated June’s, 1971. 

Brodsky (^!”!’'Br^“d‘J?yf Br’ow^^?e\ Pf™ 

('=•) Brownsteln Bulletin dated Aupaist 10. 1971 
(6 Brownsteln Bulletin dated September 24, 1971 

(7) Brownsteln Bulle'tin dated October 20, 1971 

(8) Brownsteln Bulletin dated October 22, 1971.’ 

ended June 50, 1971. ^ ^ °* fiscal year 

_ T I/etter dated Novefhher 1 r-nnm i 

Dalziel to Brownsteln. * from JacV A. 

(1)) n ocument.*^ produced Vi-o- Niss an 

('ll) Brownsteln Retort dated May 17, I971, 

(12) Brownsteln Bulletin dated June's, 1971 

. (1^) Brownsteln Bulletin dated August 10, 1971 

(1^) Brownsteln Bullletin dated September 7, 1971. 

- Document^_prod ^ced by Fxlwa rd_j._Eg an, Esq, 

(15) Brownsteln Report dated May 17, 1971, 

(16) Brownsteln Bulletin dated June's, I971. 

( 13 ) Brownsteln Bulletin dated October 20, 1971. 

(19) Marine Midland Bank-New York fsnaroi 
marked October 21. 1971 addressed to Eaward j! ^1^7 
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FRAUD AND CONSPTffAnv 

. ^Qwnstein*s Repo rt 27^ 1971. 

ieadi“?fra:f?p- ,, 

Medicilicense from defendant Excerpta 

loo^-Brownstein's Report mis- 
leadingly stated the earnings per share 
of the defendant 5 T Co. for the fiscal 
year ended June 50, 1970 as a iLs in L 
amount of 80.25, whereas defendant 5 I Co. 
had previously reported a loss of 80.54. 

looH • Brownstein's Report mis¬ 

leadingly, grossly overstated the estimate 

' defendant 5 I Co. 

year ended June 50, 1971 as a 
profit in the amount of 80.40 on revenues 
estimated at 82,124,000.00. DefenJIn? 

5 I Co. sustained a loss of earnings of 

June 50, 1971 on revenues of 81,052,647.00. 

Defendant Brownstein's Report mis¬ 
leadingly, grossly overstated the estimate 
of earnings per share of defendant 5 Ao. 
for the fiscal year ended June 50 , 197? as 

? 81. 00 ..’Defendant 

^ ^ sustained a loss.of earnings of 

jua: jsriiyir 

Defendant Brownstein's Report mis¬ 
leadingly and ^alsely stated the "'71 P/e 

Ratio" of 5 I Co. as "^2 •^v" ^ 

D/v ■L aa ?c.?x . There was no 

P/E Ratio because there were no earnings, 
only losses. 

(b) Br ^ n stein faj^el y averred that his afore said Report 
!!^gLg--/or ^s e by Bro wn stein's employer only ." 

This self-serving declaration by Brownstein was proved 
false by the following parties: 

(1) JANES NISS^. Nissan, a defendant 
herein, was a Vice-President of defendant 
Walston and Co., Inc. Brownstein referred to 
Nissan as a "big producer," i.e., a high- 
pressure salesman selling, large quantities 
o; stocks. Walston and Co.,- Inc. "made a 
market in 5 I Co. securities and accordingly 
was either in a "long" or "short" position® ^ 
in 5 I ^o. securities. Brownstein certainly 
knew that any information to Nissan and/or 
Walston of his forthcoming Report would have 
an unsettling effect on the 5 I Co. market 

uX^X CG • 
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, Coincidentally Brownstein had a 

Walston for a period of 
, ^ ^ years to date. Brownstein on 

remember" the name 

"iLk Brownstein's 

lack of memory" will be discussed infra. 

a nunhPT* did, however, remember 

a number or personal visits to Nissan's 

office and car rides with Nissan uptown 
during which they discussed the finances of 

aforesaid, Brownstein admitted 
that he informed Nissan that he was pre- 
aforesaid Report, but .he added 

Informed 

Nissan that said Renort was for use o^ Chi si 
employer only." vnis; 

4 .W Nissan admitted that he received 

the Report from Brownstein and Nissan's 

he?Lo^ Report (Item 11) is annexed 

• I 

Nissan also testified that he in¬ 
formed a number of his clients about the 
Report. I was one of Nissan's clients who 
was informed thereof. As a matter of fact 
I purchased 1000 share oC 3 T Co. at SPO.OO 
per share on June 7, 1^71 in reliance on 
Nissan s informing me about this "favorable 
bank Report" and further, Nissan's stating 
that the bank was buying lots of stock for 
its customers. 

V j T, Nissan further testified that he 
had Brownstein's Report photocopied and 
that he had these photocopies mailed to 
certain clients, among which was the Presi¬ 
dent of the Bank of Paris. 

* T^ ? showed Nissan a letter from Jack 
A. Dalr.iel, (Item 10) at his deposition. 

Nissan testified that he knew Dalziel, but 
he could not be sure whether he had sent a * 
copy of Brownstein's Report to Dalziel. 

The financial damage caused by Prownsteln's 
Report and Brownstein's attendant actions 
are clearly evl'leno^d in Dal 7 i el's letter. 

'T’he "rela'--ionship" betwen Nissan 
end Brownstein as tn those e'Crents after 
June 25, 1971 and certain "Bulletins", 

(Items 12, 13 and 14) will he discussed 
infra. 






''’n ma ^ • s z\ ^-no.ovee 

r. m * Sachs, a^arpro inv»»stmenT: banKintr 

• Rrownstin admitte'i xnowiro- s’alk us an 

th»* Marine 

^rownstein nave Faijr a copy 
of his Report. Ralk hrou^ht this He;ort ?o 
m»home and I re.- it.. Incicierta..y p-oH 
in the opposition af^davit, stresses -Lt t 
Report for approximately ten^ 
Sas Brownstein'p r/eport 

drawn that its false, mis- 

at figures placed 

readable ^ thereof, were easily 

readable. Its euphoric conclusion wherein 

Prownstein stated "The stock is beinn added 
to the Supervised List as a Special Situtfi^^r.n 
rated as Buy "confirmed Nissan’s 

Pal^ beJ Furtherrore, 

^ ^ informed bv a f^arine Midland 

employee either in Rochester or Syractise that- 

with og^ttorney 

rfTia 

loss sustained in ^ T Co. stoct'. £>an had 
learned of my identitv through the^Sspectus 

iL^to^be 3 I Co. was attempt- 

^ “®fKed into Insyte Corporation Ld 
this Prospectus described my litigation Ko-nn 

he'^jfin requested thft 

join ,his action as a co-plaintiff, i 

have accordingly moved to amend the complaint. 

As is evidenced in Elan's Aff^_ 

k"poJt“"foJ LSnl' Broinatein'a 

Report for company use only" was given to 

Egan by one Garret 0. Penhale and, furthermore 

lenhale informed Egar that Marine Midlandwas ’ 

Perh*^? sore of its accounts. 

Ferhale is an Assistant Vice-President of 
Marine Midland Bank-New York. Egan’s copy 
of the Report (Item IS), is annexed hereto. 

Parenthetically at this noint I 
wish to cast the lie"to Mr. Willis.*The 
a legations in my conrlalnt of wrong dolne 
cancerously Infecting the Marine Midland 
system, in Rochester o^ Cyracuse, in New 
York, in the parent company and as later 
seen in the non-disclosures thereof, are 
grounded In fact and ape not. grounded on 
distorted inference and speculation, 

«ip oc purchased 5 I Co. stock at 

51P...5 per share in reliance on Brownstein’s 
Retort and Penhale's statement and when the 
truth became evident, i.e., after the an¬ 
nouncement of the substantial loss for 
fiscal year 1971, Fgan was only able to 
realize 87.P*? per share. 
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P. 205 


(c 


Of very jrreat aipini ficance, 

Es-an also recalved certain "Bulletins" 
from Marine Midland, (Items 16, 1? and 18) 
annexed hereto. Since these "^lletlns" 
relate to after June 25, 1975 these will be 
discussed infra. 


(^) GKRALD L. BRODSKY . Brodsky, until 
December 20, 1^71 was the chief Officer and 
Director of 5 I ^o. Brownsteln knew that 
Brodsky was the major stockholder in 5 I Co. 
even though he denied Complaint Allegation 
S2 (supra.) , 


"Q Did you know when you were 
speaking to Mr. Brodsky at any 
time prior to May 17, 1971 that ‘ 
Mr. Brodsky was the major stock¬ 
holder in 51 Co.? 

"A T think so. yes." 


As aforesaid, Brownsteln admitted 
that he informed Brodsky that he was preparing 
the aforesaid Report, hut he also added the 
self-serving statement that he informed 
Brodsky "that said Report was for use by (his) 
employer only." 

The utter hyprocisy of this afore¬ 
said self-serving declaration bv Brownsteln 
is very evident in the readinr of Brownsteln's ' 
letter to Brodsky (Item 1): 


"April 50, 1971 
"Dear Gerry (Brodsky): 

"Your visit and subsequent telephone 
conversation further convinced me of 
5 I's extraordinary concept and merits. 
HfiP^yLllii_.fiur_inveBtment posture will 
be aggressive.. ^ 

The transparent and contrived pro¬ 
tective shield to the effect that although he 
informed Nissan and Brodsky that he was pre¬ 
paring the Report, t^'at th*' Rerort was "for 
use by his employer only", has been pierced 
by Brownsteln'8 giving of t>'e Report to Nissan 
and Brownsteln's letter of his Intended ag¬ 
gressive buying of 5 I *^0. stock to Brodsky 
more than 6 weeks antedating his Report. 

Brodsky's let t er of dis av owal anl error . 

Brodsky also received Brownsteln's 
Report, because on June 25, 1971 Brodsky 
wrote a letter to Brownsteln, (Item 4) annexed 
hereto. 


This ''Dear Joel" letter i n no u n¬ 
c ertain t erms info rmed ftrownsteTh oT the errors 
contained in h is Report a s to earnings pro- 
,lectlbnn and other reported financial Infor- 
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(1) Brwaataln’a actlon B_bef,>r. and aft.. 

airing Ms lenosltlon and ns Ms "sns.nrs" to 
. quo.tlonlng, nrownstsln convenlsntly .t.t.d " I do not 

.pproxlast.l, 125. tla.. . *s sforss.ld, nlthough h. had a stock 
account ,lth Walston for a period of four (4) y,„. to data, 

Brounstaln "M d not reneinliar "the nnae of Mo hroker-account 
representative. 


i.-j_ Brpwnatejn did, hnwotraaa.^ remeaber 

p I transa^^ e a^^e o ffH.#! of 
^ e V orj^State^lHorney GonerTl 
some time in 1972.^-- 

Brownstein also renemberednn r- 
clm Binp;~s5ae ^ T Up. fe'tock in 

s^Unt^ Haae_aT^prof{i: before - 

announcemenF^o TTT'S arf-nnl / T — 
losses for flscaT year 19 71.-^ 


Brownstein testified that he prepared hl« Report 
based on the previous year 5 I Co.^ 1970 annual report, based 
on "chats" with Brodsky, Nissan and "other security analysts. 
His Report contained projections for 1971 and 1972, therefore 


the 1970 annual report was not of aoy significance. Brownstein'a 
"lack of memory" casts serious doubts if there were any chats 
with other sec-T'ity analysts. 


"Q Did you look at the annual 10-K for the 
year 1970 as part of your preparation of the May 
17, 1971 report? 

"A No. 

"Q You did not? 

"A T didn't see the 10-K 

"Q So what did you use — I believe you said 
you didn't see the 1969 10-K or 1970 10-K correct? 

"A Yes. 

"Q So what did you use for purposes of prepara¬ 
tion of the report of May 17, 1971 besides the 
annual report? 

"A Conversations with Mr. Brodsky. 

"Q And Mr. Nissan? 

"A Lot me finish the answer. 

"Q I am sorry. 

"A The materials that you see, chats with other 
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I ^ chats with Mr. Rlssan, th» poraal procedure, you 
^ know, that I go through wh'en I look at a company. 

Q I don't want to know the noraal procediure. 

" I want to know specifically. 

if^* "A This was a noraal procedure. 

!; "Q Pine. You said the amnual reports, the 

chats with Mr. Nissan and chats with Mr. Brodsky, 
that is Gerald Brodsky? 

"A Yes. 

I "Q And chats with other analysts? 

' "A Yes. And whatever other Information I 

I could get. 

"Q Wh®^ w«re the names of the other analysts 
, you had chats with as part of your preparation of 

I the May 17, 1971 report? 

"A Frankly, I don't remember. 

"Q You don't remember at all. 

. "A No." 


The actions of Brownsteln after his receipt of ^ 
Bi'j^sky's af oresaid letter of disavowal and error completely 
destroy Browns teln's credibility and underline this ma.ior fraud 

I and conspiracy. 

I 

' P. 182 Did you ever reply to this letter? 

"A Yes 

"Q What do you recall of what your reply was to 

I thie letter? 

"A Just T was stunned by the letter. I tried 
to reach Mr. Brodsky for three weeks, maybe a 
month after. He did not return my phone call. 

When he finally did It was a long distance callc 
I remember he was in California. And I was, you ' 
know, upset about that letter. I said, 'Well, 
what about the letter?' He said, well, the 
attorneys suggeated that he do that, hut to forget 
about it, don't show it to anybody and throw It. away. 

P. 185 "Q When you got the letter did you call him the 
same day that you received it? 

I 

"A J most certainly did. 

"Q Did you apeak to anybody in Marine Midland 
Bank about the letter? 

"A I don't remember. 
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Q ^ld you ever speak to Mr. Nissan about 
this letter? 

i 

' "AT don't remember. 

"Q When I say -ever.' I mean from the time 
you reoeived It to today, did you ever speak to 
Mr. Nissan about it? 

'A I don't remember. 

, P. 209 "Q You have already testified up to the time 

70U spoke to Mr. Brodsky you did not speak to any¬ 
body in the bank about the letter, correct? 

"A That is correct. 

"Q Did you ever speak to anybody in the’bank 
about this letter? 

"A Yes. 

"Q Whom did you speak to? 

. "A I believe it was my boss. 

"Q Mr. Messner? 

"A No, Mr. Foss. 

"Q Mr. Foss? What IS his first name, avaln? 

"A Richard. 

"Q Richard. And when you spoke to him about 
the letter, did you show him the letter’ 

"A Yes. 

recall how Iour after you spoke to 
Mr. Brodsky you spoke to Mr. Foss about the letter 
and showed him the letter? 

"A It was a couple of months. 

"Q And that is October of 1971? 

"A That is correct. 

P. 215 "Q So when you spoke to Mr. Foss it was after 

5i reoorted its results? 

"A Right. 

"Q What did you say to Mr. Foss when you first 
spoke to him in October? 

"A I told him what the situation was. 

"Q What did you tell him? 

"A T told him about, you know, the company 
reported results that were not in line with my 
projection and that ~ l showed him t^e letter. I 
really didn't know at the time what went wrong be-, 
cause Mr. Prodsky was unavilable and that was it. 

"Q And what did Mr. Foss tell you? 

"AT don't nemewber what h^ n renlv wae." 
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Although ’’stunnea” hy Brodsky’s letter, i^rownstetn 
wa i t ed until . October 1971 , ^ apst 3 monthe. to toll anyon, 
M arine Midland about his errors, as stated b y Brodsky. Instead 
Brownsteln chose t o write follow-up Rnlletlns which will be 
^cu 8 B_ed infra. The 1971 earnlnra for W Co. were announced 
on or about Ontober 1 , 1971 and the stock plummeted to 87.00 
per share. 

Althou^rh he called Brodsky Immediately upon his re¬ 
ceipt of the letter, Brodsky did not return his call for 3 weeks 
to 1 month later. And all this time until he spoke to Richard 
Fobs ,Rrownstein did nothing and told no one or did he? 

P.258 "Q Did you ever see Mr. Nissan personally 

at any time after the May 17 , 1971 report to date? 

"A Yes. 

"Q How many times did you see him after May 

17, 1971? 

"A I don't know. 

"Q A number of times? ' 

"A I don't know how many times. 

"Q How many times did you see him the first 
month after May 17, 1971 ? 

"A I don't know. 

"Q lid you see him between May 17, 1971 and 
June 25 , 1971? 

"A T don't remember. J mls^ht have. 

"Q Uid you see him between June 25, 1971 
and October 25, 1971? 

"A I mip;ht have, yes." 

Nissan testified that Brownst el n called him and 
ei ther read Brodsky's letter or paraphrased B ro dsky's letter. 

(e) Brownsteln's Bulletins. 

P. 285 "Q Basically bulletins cover new information 
learned after the report of May .1'7, 1971 , Ib that 
ripjht, Mr. Brownsteln? 

"A Referrin^r to the ones you just referred to? 

"C, Yes 

"A Yes. 

"Q Is there a bulletin covering Mr. Brodsky's 
letter to you? 


- 12 - 
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"A No. 

"■< aid you ever prepare a bulletin .,th the 
copy of Mr. Brodsky's letter? 

"A No. 

"rodaky'e letter 
or Marine 

M dland Panka, waa a bulletin prepared at any 
tlee fro. that time to date concerning Mr. ' 
Brodsky's letter? 

" A No. " 


Syllotln dated June a, mpi 

SiKPlflcantly In thla Pulletin dated ,.„„e 8, 1<)71 
Brownstein concluded: 


P. 280 


remalM';;^-;,fnteSfl'Lrge n^alf"a 

HB soon as ncsel'hle.” Tinalized 

"Q What did you mean by the statement you 
haven't changed your opinion as to the stock 
^<1 that you strongly urge that all remaining 
buying intentions he finalized as soon as 
possible when you wrote this on June 8, 1971? 

A Simply that the bank* should finish 
taking their position." 

Thia^unguarded ansuer_by_Bro. nateln clearly .a-.. 
Mjyao^e^^t.tbeaej^nl^^ taklne their .p. 

koaal.opj.o^uen_amda^-^and U1111 e ■ jdp peal tlon vemor.nd,,. 

Incidentally I pl„„ t, depeaa Peaa In .hat I conaldar 
tu t„ hi, rnle in the "covar-up. of Bredakya dlaavov.l letter. 

Ibirthernore 1 waa Informed by N1aaan that monlea 
-ere lent te , , c„. hy Marine MIdl.nd and krnwnat.ln eenflrmad 
this very Important fact in his deposition. 

".i Mr. Nissan advised me or informed me 
that the Marine .Midland Hank loaned money to 

M Co. Do you know which unit lent the money 
to -il Co.? 

"r\(. LYON: I oh.lect to rhr fern of the question. 

■|MH. vki-pon: T f.m dirh-ctlnr the quoetionn to you. 

'C; Do vou know which unit lent the »-onev? 

"r’B. WTI.LTS: Firs'- yc, should ask him whecher 
he know whether any money was lent. 





1. Phf) 


"‘-V Yes. 1)0 you know If ..ny money was lent? 390« 

M Yea." 

— U^tin dated Auapia t. fi, ic«7i 
h. nrst paragraph thar.of „ea,.l,y paowpsteln 

‘iuuliclty iu view of hie prior receipt; of Rro.isky's letter of 
di Srjvowa] ; 

"we regard the depressed level of ^1 

orPortunlty. The 

downside pressure of recent weeks hae 
priraaT’ily been iue to noor ni^rkeb 

».rr.ui;ht about by currency oroMems anU '* 
cur.dinued economic lethargy. Otherwise 
fuiidamental change has oc'.urred in the 
original premise, as stated in our hSsi^ 
r-erort dated May 17 , 1971 . •• r.asic 

The fourth paragraph further underlines the fraud 
arr) conspiracy: 

"Since nothing has changed fund«- 
iiiem.aily, we would suggest re-readw 
our May 17 th renort." reading 

dated Sept ember ?4^ 1971 

WhPt „ppe can Pe said, Brodsky's latter of dls.,o«l 
and error and the sheer audacity of Brounstein; 

EltuuMoi’'‘’!“^y“‘°" - •Special 

Brownstetn testified that these depoaltlons were net 
•■o hn iasued t„ the publlo, hut -ere to he circulated wlthih the 
uoilu the Rank, -ct.renpely- Ni.sen rncelved copl.e of these 
B.tll..t)r,u (Hens IP, 1 , shd IS) anhexed hereto. K«,n recelued 
lliie s.lletln „„ wen „s Bulletin doled "ctober 2 (,, 1971 j 
• wrnoxed oopirs hereto (Item 17 and 18 ). 

I rebpectfully wish to call the attention to the 
covf.rirg letter from Egan to hie friend Pud: 

"oeptemtier 2 ft, 1971 

"hear Pud: 

111 ^'iilletiri, from Marine 

111 Hand on Company and also release 
f I’om a broker. 

.. ^ "f’te that 

Lp ~rF~rr~a— 


(j'-od bujf."^ 

I ‘'irn.lt that in his failure to disclose the Brodsky 
letter in any o- hie Rulletins and in cor.tinulng to be euphoric 

Hbout the pro.pecto Of , 1 Co., Prownsteln led Egan and countless 






thousands of other investors "to the slaughter", when the actifal~ 
losses of 5 T Co. were announced. 

Rrownstein, however, did not wait until the an¬ 
nouncement of actual losses in October, 1971 to sell his own 
stock. He sold at a profit prior thereto. 

The actions of Marine Midland Banks, Inc., its sub¬ 
sidiaries, Mr. Richard iJ’oss and other members of the Marine 
Midland Investment Policy Committee, and of course Brownstein 

prior to June 25, 1971,and thereafter to date, are obvious and 
actionable. 

I cannot, nor I will not, accept Willis' and Foss' 
"gratuitous offer" of merely substi tut-! nr Marine Midland Bank, 

Inc. for Marine Midland Bank-New York as defendant herein. 

Egan received the Report and Bulletins from an officer and an 
employee of the New York subsidiary. There is a "cancer" that 
permeates this Marine Midland system as to 3 I Co. stock trans¬ 
actions, manifested by "tipping", "leakinr", and the distri- 

# 

bution to the unsuspecting of the Brownstein Renort and Bulletins, 
with an overlay of duplicity and non-disclosure of wrongdoing, 
under the guise of labelling the Report and Bulletins "for 
company use only." 

WHEREFORE, I respectfully request that this motion 
to amend the complaint herein and to permit the service of the 
proposed amended complaint be granted. 

ROBERT R. FELTON 

Sworn to before me this 
11th day of November, 1973« 


•* ^ v«i 







EXHIBITS SOME OF WHICH ARE ANWEXED TO REPLY AFFIDAVIT 
OF ROBERT R. FELTON DATED NOVEMBER II, 1973 AND PLAIN¬ 
TIFF'S REPLY MEMORANDUM DIRECTED TO OPPOSITION TO CLASS 

ACTION MOTION 


Denotes that Exhibits appeared In both documents 
described above. 


♦ Denotes that document appeared only In Plaintiff's 
Reply Memorandum to Opposition to Class Action. 
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♦* LETTER DATED APRIL 30, 1971 FROM BROWNSTEIN TO BRODSKY 


April 30, 1971 


Mr. Gerald Brodsky 

3I Company/Information Interscience, Inc 

2101 Walnut Street 

Philadelphia, Pennsylvania 19103 

Dear Gerry: 


, subsequent telephone conversation further 

convinced me of 3I's extraordinary concept and merits? SopefuS^ 
Posture Will be agressive. I look forward to 
future telephone conversations and/or personal visits. 

Please add my name to your mailing list. 


Sincerely yours. 


392a 


Joel F. Brownstein 
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•KOWNSTE.M KfWJ ON 3 I C0M«M» 0*TE0 SEPTEMOER 2-.. I„0 393. 


Qi-'=iC£ r.i^fyianArxinuM 

kaimtiig, hvjt;. 

r Jovy York, N'. Y. 

Ifivanvmor.t; P^titjurct i tjRpiirt 
M.". I. V'vii.'ijM (jtiivi;, Vice; Prcs’iifcnt 


riLif/i 


J'.'.l HrnAnn.«3in 


Con'.p.iny - Infrormation, Intersciorcc. Inc. 


OAir .‘>cptPtv.l>cr 34, 19/0 


Comment,', made by Gerald Brodsky. President 
of 31. 


31 Cor^iany tO-T-C) 


Range^ 




i'JoV 

1969 

1970 


6'9-5 

40-9 

16-5 


FarniPL’s 

Per Share’’* (fiscal beeins 7/n 

1968 

19t9 

1970E 

197.1E 

(?0.13) ($0.46j 

(50.23) 

?0.65 - fO.I 


9/2 3, Vo 
7 1/4 Bid 


* Stock split 3-for-l Jammy, 1969; 

Kot adji'sted for 1956. 

** Based on ebouk 1.5 million shares outstanding. 

31 Company ..as vro-^ted to f.ope with the eacplosion of technical and sci-ntific kno vleJeo 

* ' ' •* ••...<• ...M »«w«» ^ WR»C •.WN'ihAltiy •MAaa « WA 

Jar^est commeveuil. cornputorized scienrific-tecl;rucal data bapr in the vvorld 

At i.Ke jresent time, 31 has licciises to use tlie follo’.ving organirations' data bi.nks; 

I' livEcrpC.^ .'ledir?. - provides 31 with the most sophisticated and jxloncive source of 

biC'me..:al infet/r itice ;r. the world. In 1969, Excerpta gave 3. an exclusive licensin,' 
agree.m.ent for IS years in .return for 46,666 duties of 31 slooi then valued at SI ' 
iTtillioo. In addition, 31 pays Lxeerpta 5200,000 per year until 52.6 niiilion ii 
reached. L-coipta screens over 2 ir-!li.in pages o^- major medical jouictal? annually, 
publishes ever 140,oro ahslracrs, er.plcr.s a pei-m.nacnt staff cf .500 ph-.? a 
speci’.1 :?ed absti.irting stall of 4,C«0 physicians tii’“cughout the world. 

A.inenc.’'.n Chvniic.il Sovirty - through a licorsing a,-rangcmen*, enabled 31 to bcco.nte 
the fir-.t cop-.M-..,*!'itl cr';.ln^.^uio^ to -.'.se the Chemical Society's computer;’..-d daU 
ba^. •. C.nci.tii <i! /'.bstrart Scrvic 2 :s *.ho largest chemical and chemical engineering 
iiif or !;ia * ion set . ice in the world. 0\'cr 13,000 journals are screc’ited an.nu.'.Hy , 
yielditg cpprokima'.ely 250,000 abstracts. 

Fr ’ineeri.ng In.h-x. Ir.:. -- each year screens ever .i.f.OO enginevring jourrals . puMif.i- 
tio!-> 01 sciei; I if ii; ncciiiuis, lliis jipn-prol’i'■•oeielv E.r/irlcd 31, 

yi.i an exclus-ve l.^mse, lo hetomc the first rommerc ial yi ,y ni/.ntion I o pioviJe 
inf on; a lien .'.n vi-re* fien. this oroa!;:/;a tion'r. coinpiLciiaed cn;;i:tccr ing d.tt.'> hat.k. 

.'•I h.'s h. ■*r io.tkii',' .1 iilh.r di..; h.inl, , ^ ;'-'r I »c ul.rily '.he p.itint ai'c.i and .'.nether 
'f Ii'pe.f :;y liic ; ii (.. Jliv letioih.' ri*c( ivi'u a Iicctisc topiTaiv' 

1 . I !■. tiop."> ;rt i! .1 , ! y (he e...! .M Ibis .-c.tr. 


il 


ill 


' v: /> 




iJ iff 
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O'J.rjv ivrtn of 3f’‘> l)iis;n‘*s5 cir? the foliowing. 

A. Liter.iturr Corp. - a wholly-owned •iuhv.iciiary provides abstracing 
services to Uie National Inslitut-j of lloalth and the Di.partmcnt of Health, 
/.education and Welfare. Over 3,000 l/io-rr.cdical journals jn more than aO 
lan-'’a--i<^cs are sur\’eyi-d by Sciemtific's staff. 

B. American Microma tion, Inc. - miiicrily-owned affiliate that converts alpha¬ 
numeric infornxation from computer generated ma)»r.Cv.ie tapj to microfilm. 

C. Computer Conversions, Inc. - an affiliate that supplies problem solving con¬ 
sulting assistance in converting second generation computers vo more powerful 
third and tourth generation equipment. 


All of the above licenses h.ave added si ability to 31 by minimizing the use of internal 
abstractin- staffs, reducing eperatinp. margir,s. By comparison, in order for a com- 
p.any to obtain the exposure 31 gets llroough its licensing arranqem.cr ts, it would take 
about ?25 million in capital expenditures, significant tecdmical ex'portise a:-id, more 
impc>rtartly, time. IndepenJe.nt consultiri.g is also performed. t ^ 


E. 


Trenton Kassau Service Bureau - provides EDP ser\'ice to its own clients. While 
this division is prof itable, M is likely to sell it over the next several months 
concenlrating its energies in marketing information services and licensing acuitiorul 

data bar4ks. * ;- 


With ll.G e>'cept!on of Trenton-N-tssau. the prior a^ned subsidiaries and affiliates 

i-y,r.-::r.g plus romputcr ar.d m’-—--- — 

processing of BI's data base information. 


MaiV.etino and Management 




iviu 1 r.e I mi: uiiu _ _ . . _ .,11 

UrTuntil 'four mc.-sths ago, 31 had 26 customers using its data banks. These inclu-eJ 
Cabot Corp., Humble Oil and I’olaroid. 0\'er the past four months, the corr.pary has 
increased its customer list to 68, including El: Lilly, Charles Pfizer Rohm and Haas, 
Bell Telephone l.abs and Syntax. Recently, they have been approachi.-d by Xerox.a.no 
RCA. If contiacts arc received from these t'.vo firms, then 31's revenues and tTO- 
fitability will be increased beyond present indications. ... 


As 31 adds to its customer list, the number of profiles (printout of specific infor¬ 
mation requested by a subscriber) incr-ases, as each customer uses octween 2., -40., 
profiKs ,)or life* of the co.-.Lract (6 mos. - 1 vc-ir). 


Depend,n^ on both olemenfs of the profile, the •retrospcclive search_ Onstorical - 
search for Mifmration) ami the "SDI" (fclective Dissemination of liuorm.ation - ^ _ 

essen-i.allv. a v.arl.Iy printout of research jaui.nal abstracts dealing 'vUH a subscriocr s 
‘pacific ,'meres Is I, plus use of computer time and the company's technical sta t, 
ll'.c: fhjr.-e for '.''(.li prafile could run l,et-v.c*en S2 ,000 - S4 ,000. 


Prese*,ll ■ .31 h<>-. a m.^rk.-Hn.’; staff of five salesmen who concent rate on visiting 

con.p-r.i/ ’having scientific -.tuffs of .30 or more people enguged m researen and 
•b'v li'UiTient. 


3l'‘. t're* Iib , t-v.y Itro.'.'l.y seems le ha .1 .’.oo.l I» e! lor the hiisiiu 
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--- —nu- or ^ 

P..r 5...t,. o. .0..3. ,1,0 r.rc.vjou') L:sc.i! ycv-.r, 3[ rcportod^^s 


?!..'- million ?;J lo5l S69v C OtT Prirn ^r-l'-. ^ ^‘^Portc-d 

as JovelTvnoni. urr, cotu.Lwalive orco-.-ntin-^ mut^o-Js 

ab-va half o'- M-V’ as mcurrod, rather than capitali^od. .-'Iso 

aj.Kit halt e. thi-.. loos, amonctin.:^ to S3UO,OCO uas non-re-orrip^ !- 

non-ro!V.'jmn>UcP rr.crr^r a rr .'.n -"i . . i i ^ rji.., anc. f-.om.r.rr-d t rom 

'^SoiuSn'or^s'Snri;,^"' 

in fiscal 1969. ‘ ‘^croantoc! for ?200,000 in rev-nues 

X'‘^':^on"u!!; FL';'„rToo’S!rt“;Wd‘“'''' "‘I'’ c,rr.p.„i.s, 

rovcLc, ol^S4 - sTm.llia-. P"*' 


one-haIf 


Capitali^ tion consists of 1.5 million shares of common stock v-ith about 
closely hold. 'n.eiG is no lone-term doht. 

Conclusion 

co,u assoc,-af-d wU, it. data banU 

..s .«cKcd .Kac poi„. v..h,..cc even o„ c.,.■a„^•„iv:rJ"f„^ar;:;'?klTc^c.'^:;i 

Tno comf.ariy js currently lookinfj for a loan of S200,0nc for tAvo years In r-turn 
ul v.ull oi-.'c rirlits to -0 non . , , r Ltso jcais. in leturn, 

anytime over this ^.•.•o-ycar"pcri^*. -• common stocK around f.7 per share 

With the compe.ny willin.-: tr- o2cn_ils books fer in-osHeation. alone vith the 

r ar.Msn":or‘ ->• ‘’-f - •’ 

invest,„c.„t wc-thiniss. ■ ' “ •■' ' ‘- P« ' '-o ascertain this sit,^.. tin,, s 










♦♦ BROWNSTEIN REPORT ON 3 I COMPANY DATED MAY 17 

^ MARINE MIDLANC 

yJ file Investment Research 
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3i COMPANY - INFORMATION INTERSCIENCE INC. 


Recent 

Price 

13 


1971 

Price Range^ 
18-6 


Earnings Per Share** 
1970 1971E 1972E 

($0.25) $0.40 $1.00+ 


'71 P/E 
Ratio 
32. 5x 


May 17, 1971 


Div . 

- 0 - 


Yield 

■- 0 - 


* Bid prices in OTC market. 
** Fiscal year ends June 30. 


Introduction 


ha.! April, 1966, 3i Company - Information Interscience Inc. [3i] 

has developed the world's largest commercial storehouse of scientific and technical infor¬ 
mation In Its early stages, the company's primary expertise was in using computerized 
technolo^ to classify index and retrieve specialized information. A highly qualified team 
of experts in various disciplines was responsible for the company's initial success. Since 
then, exclusive licensing arrangements with various organizations have enabled 3i to as¬ 
semble a collection of data and develop software retrieval services, thus giving it a 
quasi-monopolistic status in the emerging "information industry." 

In formation Industry 


During the present decade, the increasing amount of scientific and technical in- 
^rmation being generated by our mechanized complex technologies will be explosive. 

T^e total market for information will become more vast and open-ended while the amount 
of time available for scientists and technicians to keep abreast of their fields will de- 
clino. It has been estimated that to keep apprised of all current developments within 
a specific discipline a scientist or technician must spend seven full days a weak each vear 
reading at an average speed. While this is hardly realistic, it dramatically illustrates 
the need for a company like 3i with its software abilities. 


At the present time, fragmentation and lack of definition make it difficult to 
quantity the total market value of the industry. Few companies exist that are solely 
m the business of collecting and storing technical and scientific informa Hon which can 
be retrieved. Limited availability of data, storage and retrieval problems and the pro¬ 
hibitive costs of maintaining a staff to collect and program the information are apt to 
discourage entry into this field. If eventually there is formidable competition, 3i's 
long lead time will benefit the company. Since it can now profitably render this service, 
the company is on the threshold of explosive growth in revenues and earnings. 

Description of Business 


j . Information Center uses on-going daU bases in biomedical, technical 

and scientific fields. Brief descriptions of these follow: 

1) ElectriMl & Electronics Engineering Data Bank - licensed from the Institute of Elec¬ 
trical Engmeers. Approximately 2,000 journals, 9,000 patents and 500 conference pro¬ 
ceedings are reviewed, indexed and abstracted each year. Some of the categories in- 
clude Integrated Circuits, Semiconductors, Lasers and Microwave Technology. Output 
includes all standard bibliographic informaHon, the author's affiliaHon and a complete 
abstract of the paper or patent. 


* MACAmADca cont«»n#<l Ar* 
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2) Physics Data Bank - licensed from the Institute of Electrical Engineers. From the 
number of journals, patents and conference proceedings, more than 120,000 items of 
information are added each year, over 80,000 of which specifically pertain to physics. 
Topics include Thermodynamics, Nuclear Physics, Biophysics and Geophysics. 

3) Chemical Data Bank - licensed from the Chemical Abstracts Division [CAD] of the 
American Chemical Society. This organization regularly reviews 13,000 chemical and 
chemical engineering journals and over 600 specialized journals. CAD is the largest 
such organization in the world, producing more than 250,000 abstracts in 80 subjects 
each year. This data bank contains the following services: 1) Chemical Titles, cover¬ 
ing the most productive titles in the chemical field; 2) Chemical Abstracts, covering 
13,000 journals, patents issued by 26 countries, new books, conference proceedings 
and government research projects pertaining to the chemical sciences; 3) Chemical- 
Biological Activities, covering papers reporting the interactions of organic compounds 
with biological systems, plus related metabolism and in-vitro chemical studies; and 

4) Polymer Science and Technology, containing digests of current technical reports 
relating to polymer chemistry. 

4) Engineering Data Bank - compiled by Engineering Index, the leading authoritative 
source of information on the world's engineering developments - regularly reviews 
more than 3500 publications and conference proceedings and records more than 
72,000 items annually. Fields covered include civil, mechanical, electrical and 
plastics engineering. 

5) Computer Science and Technology Data Bank - licensed from the Institute of Elec¬ 
trical Engineers. Over 20,000 documents are referenced. Included are the fields 
of Control Science, System Design, Cybernetics, Numerical Analysis, Logic Design 
and Peripherals. 

6) Biomedical Data Bank - licensed from the Excerpta Medica Foundation in Amster¬ 
dam. Over 3,500 biomedical journals provide the source material. Approximately 
2 million pages (roughly 250,000 articles) are screened annually. TTiese 250,000 
references currently yield 80,000 abstracts. Procedures required to prepare, edit, 
supervise and index the scientific content of this information are handled by Ex- 
cerpta's practicing specialists. Formed in 1946, Excerpta began computerization 
of their data files early in 1968. Through a wholly owned subsidiary [Excerpta 
Medica Information Systems, Inc.] 3i provides this exclusive service all over the 
world. 

7) Drug Literature Program - licensed from the Excerpta Medica Foundation. It pro¬ 
vides specific needs and requirements of pharmaceutical industrial companies for 
highly specific medical and chemical information on experimental and marketed drugs 
and chemical compounds derived from the total international biomedical literature. 
Using more than 40,000 selected articles, the following information is stored with 
respect to each drug or compound, whether experimental or marketed: 

a) Full citation of the article. 

b) Generic name of drug or compound. 

c) Chemical name if generic name is unknown. 

d) Experimental name or code of experimental drug or compound. 

e) Chemical structure information on all drugs. 

f) Trade or brand name. 

g) Clinical indications or contra-indications. 

h) Clinical or pharmacological effects. 

i) Side effects, if drug. 

j) Name and location of manufacturer. 






398a 


- 3 - 

^ MfcMiUan (CCM) data bank - created from inforrAation compiled 
by CCM as to possible trends in many scientific fields. These are unpublished pa¬ 
pers soon to be delivered at major conferences throughout the world. 

9) 3i Company - Environmental/Health Data Bank - generated by 3i'B staff of experts 
contams biomedical information on the environmental and etiological aspects of 
health. Subjects include air pollution, pesticides, medical electronics, pharma¬ 
ceuticals, cosmetics, water pollution and waste. 


Through Scientific Literature Corporation [SLC], the company makes avadable 
to government agencies special technical services performed by a highly qualified staff 
of documental IS ts who scan, index, edit and abstract. Present contracts include the 
Natior^l Institute of Health of HEW. In addition, SLC publishes the only two abstract 
journals distributed by the National Cancer Institute. An abstract journal is also pre¬ 
pared for the National Institute of Arthritis and Metabolic Disease. SLC also has 
contracts to abstract and index papers for the National Institute of Mental Health. 

It indexes over 40,000 papers annually for Index Medicas and the Medlars System of 

Library of Medicine. Other special technical services include preparation 
ot bulletins and studies covering a client's subscription. 

I A ^ provided through an affiliate, American Micromation 

Industries, Inc, Another affiliated company. Datapro Research Corporation [DRCl com¬ 
piles and publishes technical reports on computer and computer-related products pri¬ 
marily analyzing ^ta processmg equipment and software. The company's princii^l pub- 
hcation, Datapro70, is used by CPA firms, manufacturers, computer users andcon- 
ultants throughout ^e v/orld. DRC also provides specialized consulting services to 
both users and manufacturers of EDP products. 


Except for its Engineering and Chemical data banks, 3i is exclusively licensed 
to use the previously described data banks. However, a verbal agreement with the 

Engineering & Chemical Societies preclude the use of their data banks by commercial 
organizations, ^ 


A basic problem for software service companies is in obtaining an experienced 
operating staff. This has been no problem for 3i because its extremely knowledgeable 
highly-q^hfied personnel have been able to profitably use the collective efforts of 9700 
full- andj«rt-time technicians employed by the various data bank licensors who review 
over 25,000 scientific journals a month in 52 languages. The lack of qualified person¬ 
nel IS a major deterrent toward duplicating 3i's approach. Ease of entry in this field 
IS also discouraged by the amount of capital required. For example, Excerpta Medica 
in existence since 1946, spends about $7 million annually for organizational expenses in¬ 
curred in adding current information to its data bank. If a potential competitor could 
obtain the necessary manpower and acquire the data, substantially in excess of $10 mU- 
lion would be needed yearly to keep current in the disciplines covered by 3i. 


Pricing is determined by 3i's two types of information services: 1) Selective 
Dissemination of Information (SDI) based on a client's interest profile and 2) Retro¬ 
spective Search. TTie charge for each interest profile averages $1500 (depending on the 
data bank used) for a one-year subscription.; but a six-month trial subscription is also 
available at a lesser rate. On average, each subscriber has been using about 15 profiles 
for each years subscription. The retrospective search costs $150, each subscriber 
averaging about ten a year. 


The following is a description of these two services. 
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. Ih«semination of Information is a system in which each new informa- 

non Item added to 3i's data base files is matched against a user's interest profile. 

notches an informaHon card containing title, author, affiliation, source, iden¬ 
tification number, mdex terms and abstract (where available) is sent. This process is 
performed either weekly, bi-weekly or monthly. For effective monitoring, a "feedback" 
Mrd IS attached to each information card to determine the relevance of the informaHon 
The purpose of this is to "retune" the user's profile so that the subscriber can obtain 
maximum value. Each time an information card matches a client's profile a "hit" 
results, usually costing $0.05, but ranging up to $0.30. On average, 80% of the in¬ 
formation cards match, the bulk of the charge covering maintenance expense. 

R_etrospecHve Search enables the subscriber to search all information stored 
m any data base file via telephone, TWX or by mail. Results can be printed in several 

formats either on cards or computer paper. 3i puts no limitation on the number of 

retrospective searches a client can make during the length of the subscription. If the 
information requested precedes 3i's data bank, the company will resort to standard 
manual searchmg. 

It takes about 30-60 days to develop a user's profile and a total of 120 days 

for a subscriber to effectively evaluate 3i's services. In the past the company charged 

OT a inonthly basis after the service was performed; now fees are billed in advance. 

This change was made to accelerate the company’s receivables and improve cash flow 
which had been erratic in the past. 3i's objective is to work closely with each client 
m order to increase monthly volume by 10% and it has been very successful. 

Some of the corporations and governmental agencies currently subscribing to 
3 i 8 services include Industry: Pfizer, Goodrich, Rohm & Haas, A. H. Robbins. Esso 
Research & Engineering, U.S. Steel, Union Carbide, Polaroid. Bell Telephone Labs and 
Cdgate-Palmohve; and g overnment : NASA, U.S. Food & Drug Administration and the 
Library of Congress. 3i has found that large companies and government agencies are 

a staff of research people whose information-gathering 
responsibilities could now be assumed by 3i, thus saving precious time and money, 
bmall- and medium-sized companies, infrequently solicited by 3i's salesmen in the past 
usually do not have large in-house research facilities. In order to add these clients to 
its subscription lists, the company has begun using direct-mail and other forms of 

, advertising to screen prospective customers thereby maximizing the effectiveness of 
Its sales staff. 

At a recent American Chemical Society meeting in California, a combinaHon 
paper-reading and slide presentation by A. H. Robbins Co. strongly endorsed 3i's services 
staHng that the company is able to provide better than 79% of the information Robbins ’ 
needs to conduct its research. It also found that 3i offers the most comprehensive 
most referenced and most specific service of its kind and no other data base in the’ 
world covers a range of medical literature like Excerpta Medica. 

3 1 IS presently discussing a licensing agreement with organizations in France 
England and Italy. In Japan, a joint venture to duplicate 3i's services is being discussed. 
Pnces for 3i s services overseas will be the same as in this country plus a small com¬ 
mission charge that will accrue to the licensee. With no selling expenses, generation 
of foreign revenues is expected to be significant for 3i over the next few years. 

Throj^ Excerpta M^ica, 3i began selling its services in Europe during the 
past two months. While it is almost impossible to place parameters on the size of 
the toreign market, the company estimates it to be substantial. 




Financial 


kOOa 


a .o,= f/„” «•- -“'-on«« 

loaa o« «49,000 stemmed from the sale if Systan.'a dLoyttued 

as the company has expe^nll^d ^develV^ent^cosS accounting methods 

capitalize them. While 1970 fiaur2 included incurred rather than 

Systan. semi-annual 1971 rosultHncluded a oi 

of Trenton-Nassau, r'^curnng loss from the recent sale 

cost of Warc:fthe;Vm’r;a?i'’”^,Ts^pt”U°^^^^ 

problems resulting from uncollected receivahl^r^ '^®^® used to alleviate cash-flow 
procedures. This short-term loan was to be^ reDav^hf*.by changes in billing 
extended to February 1972 a^ nn i August of 1971 but has been 

of 3i’s dobt. ^'i-i-fonal cost to the company. This is the extent 

company has also extended to lulv 1972 the tieht t u • 

Its shares at fixed prices oripinallv sold r ’ a. « repurchasing 

elusive right to Excerpta's da?a hink The n mifir exchange for the ex- 

written off over a 40-year oeriod 'ko million paid for this agreement will be 

nalizing this new arranpemeiU which inctud^r^'^iJ fin the process of fi- 
services except in HolS worldwide rights for Excerpta Medica's 

and profits, 3i wiirco^dnS^to Ve^ pro«tfbIe°^ operating revenues 

quarterly comparisons. With develoomental roc*-e ®“®cted in significantly better 
down the company's computer facilities tn he<-«- ®^®nsed the possibility of paring 
revenues could result in "IddTrioLl Cf2t savL.s :^commc^te the present lev^T of® 
success lies in its capability to generate an fner^?^ its present and future 

yield higher profits. Some examples of these pSfiHelTre 

can be nl^d^ “P^’-cting costs approximately flOO.OOO, the foUowing assumprions 


Annual 

Gross revenues 

?4 million 
6 " 

12 


Pre-tax 

Income 

$2.6 million 
4+ '• 

10 + 


After-tax 

Income 

$1.3 million 


and produces abou® th? s®me°^oi!^MtS^^e^eJses^°^^ tilt amount of time 

improve and could theoretically be as®higras 8^% ^ P«-tax margins dramatically 

'Hie following is a schedule projecting 3i's leverage in fiscal 1971: 


Quarter 

Ist 

2 nd 

3rdE 

4thE 


Revenue 

$361,000 

413,000 

550,000 

800.000 

$2,124,000 


Profit 

$-70,000 

+40,000 

+250,000 

+500.000 

$+720,000 


Pre-tax Margin 

9.6% 

45.0 
62 5 
33.8% 
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Depending on marketing expeAiw'an/other neTr^term'’STt 
may not reeoit for another one to Xte mo^the 

character of the situation 3 i nrovidoo a Vi thu does not alter the 

basic problem of a software service company that*^*? s^’ in effect, solving the 
9700 technicians needed to provide the product Thi-s not have to employ the 

the cost of doing business and lets the bulk of revenue^fTl^t,' ^TboTtom Hn‘e."' 


share on revenues in excess of f 2 millio^^ if l'" ^5 per 

next five years, the fact« 4 hat an incrMi:^^ pi-u-icc to double each year over the 

net income implies a projection of more rtl mTo pt rhareTor^i^cariPpr" ‘° 

were sold™a^ Vs'to °a^t°re "TfTer^lalh'fnTa" h'd l'<> .<> 00 .-hares 

the stock was split three for cmc AW * 1 % I t “0 in 1969, 

management holding less than 300 000 v f* are outstanding, with 

the next year. ® 300,000. Mo financing ,s anticipated by the company in 

Gerald Directors consists of the following four men- 

S^^lcai rtTcomLr?^*""^ 

Vice President, who manages aPs Scr^^^^ November of 1966); Arthur C. Haines, 

with the company since mL 1968- tnd p!*- Center and has been associated 

Excerpta MedL ^ Director and Executive of 

Conclusion 

potentW i's v«?"p^tcrds''’cjwsd^ i" which 

agement team and higldy qualified staff have ^puide Prlf* Profits. A capable man- 

operations whore relativcWifed olelhlsH -Lf n ' 'pn-P-ny to the point in its 
enues to flow throuX to LrS 1 « flTs " “"“-“g proportion of rev- 

its data bases, anTstroiw mTh^lii J „o.?t ”i ?’“'«.«“«• ^»Pth and exclusivity of 

will help to accelerate thf trmd "1”'* ? c-^nced Excerpta Medica, 

second quarter. While the stock is e I ‘^®sed profitability which began in the 

i!dd‘dT li'T" «'5“i«cs oVrt'^;111e1aJe”isT“Tl^^^ purchase 

added to the Supervised List as a Special Situation a"1®Is raled a 

J. Browns tein 
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^ 1 ' 1 -LY - Trir>.;i-]r.ril. inn .1 nt.rirrc i (•i.co Tik;. (pp 


Joo'l Urowu:;! f i ii .T'ltH! P. 1071 


Last week announcer! an anrecjnont in principle to acquire for 

Company of America (ICA). Foimiod in 
^Oo iOA in computer software service company providinn proprietary 
con,,...,l.erj.c.d .cr.icc-,, ccf.put.r publicalics and cLpulur 

rf;i llie company uill add to 31's (Toulnc number of data 

bank.., an ai-ch3tfcctural/ent:jnaerinB data Lank and an agricultural 

operatinc profitably, Rrossinti about 
t ,0Cri holoie tuxes on arnualized revenues of $6U0m. 

• acquisition is ICA's highly qualified 

principal oiliccrs, well-known in the ''Information Industry". These four 
r.en will bolster the present corporate management tea:., in'^p^rticulL. 
heading wep.ii .te marketing and financial areas. There expertise will enable 
rroitir"''' merchaidise its services, acceleratinc the eom]iany's 


;en 


5unc-i we last recommended 3i on Kay 17, 1971, the stock has ri; 

(Iramat ica.lly, in anticipation of a coed third quarter. We have not 

nl Situation purclmse rec.;,me,.lalion 

considerations permit. However, we stronfdy 
ur,,c. thac aJ,l j-emaininc buying intentions be finalized as soon as po.ssible. 


/ 


I f. . ,., /r-- 

—■ LA " f'.'-r 

_ ?■■■■ ' .;■ 
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LETTER FROM BRODSKY.TO BROWNSTEIM DATED JUNE 23, 1971 in, 

'll ^03a 

•: ■: I 
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31 Cuiopany lloformnlioti Inlcrscionce Incorporated 

!»0I vvalr.iil sirrel. nul.iOel(ihi.-i, Cenn-iylv mu t 0 l 03 (;> 1 !,) iO0-<i/l/ 
0. L. Brodsky. Presidoni 






{/ 

/ 


r 

it 1^' 


June 23, 1971 

Mr. Joel Brownstein 
Marine Midland 
250 Park Avenue 
New York, New York 

Dear Joel; 


have received the report which you have prepared on the prospects of 31 
Company, which you have indicated has been circulated witliin your bank: 
I see that the report contains earnings projections and other reported 
financial information which is in error. 


31 Company has consistently maintained a policy of not making any pro¬ 
jections cf its earnings and the responses I gave tc veu Ln cur meeting and 
telephone conversation in which you made inquiries of me as to the Company's 
affairs and prospects certainly did not include any financial results or other 
Information which could or should be used as a basis for an accurate estimate 
of the Company's prospects. 


While Ji and 1 Imvc ..o (h. ire to participate in tlie preparation by your bank 
of any leport relating to 3i Company nor any wl.*;)! to review such a report, 
and the contents of any such report cannot be attributed to 3i or myself per¬ 
sonally. I felt compelled to write this letter to you so that it was clear that 
neither 3i Company nor I, personally, had furnished any information relating 
to earnings and we are not responsible for any information contained in your 
report relating to the Company's earnings prospects. 


Sincerely, 


COMPANY/INFOltlMATION INTERSCANCT.’ 


\ > \ Hrod.'.ky 

I'lVj'id' 111 


INCORPORATED 


OLR/mdl 
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IriV(,*r',Lt 1 i^inL l-lr •v•(Ji^^c:\^ 
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nULl.K.TT!] 


'!. Hi-]' 


J. Bi (■■.■nr.lei n A’lnjf^t 10. •'<--7'i 


I 

i_EX!:::iT_ 


F'i r'j. 


JJl.ilik Oib. 


II' 

We recard i)io depressed level of 3-1 as an excoDlent buy Inc opport 
The downside pressure of recent weeks has primarily l)een due to pour n. 
coridiLions brojcht about by currency problems and continued economic ] 
ULherwjse, no lundumontal chance Ims occurred in the oric'irial premise 
stated in our basic report dated May 17, 1971. ” ’ 


:///' 

nnity. 
aiket 
cl harpy. 


'Ihe business continues to expand at a healthy pace. Montlily operating 
costs are St j 11 below >.100,000. As tlie principals of Information Company *of 
Amerrca (ICA) tecome more involved ii, 3i's business, maiiacoment l.ecomec V^>tter 
equipped to lacilitate corporate crowth. On a pro-forma basis, ICA's busine.ns 
will add about oSiOb in monthly revenues, and yield rouphly C2Q» pre-tax. 

w . further reduce costs, 3i recently moved its computer facilitie.s to the 
West uoast, openanc an office to effectively handle that area's hiph volume of 
potontjsi bu.siness. The national accountine firm of Lyhrand, hoss/Erothors 
and Montcomory have been retained by the company as its official accountants. 

Within the next two weeks, a prelimii;ary estimate of fiscal 1971 will be relra'ed 
to the puiilic. 

.i nothinc has chanced fundamentally, we would sugccst re-read inn our 

Hay 17th report. ^ 

In spite of ceneral market conditions, tliese levels provide an opportunity 
tOyHverace down hueb-cost positions. Our desicnation remains Si>ecial Situation - 

OUtArA; In our basic report on 3i, the first parucraph under the headinp 
information Industry* contained an omission. We stated in our report; "ft 
has iocn estimated that to keep apprised of all current developments within 
a specilic discipll/.e a scicntl.st or technician must spend seven full d(»ys a 
week each year readinc at an averac'e speed." The sentence should Imve read: 

it fins fiecn estimated that Uio ycers from now, in oidor to keep apprised of 
all current developments within a specific discipline, a scionti.st or tecliniciar, 
must spe.'Kl seven full days a week each year readinc ut an averape speed." 





■7. 
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♦^BROWNSTEIM BULLETIN ON 3 I CO. DATED SEPTEMBER 24, 197* ^05a 

AND NEWS RELEASE DATED SEPTEMBER 7, 1971 

i\^/ rAiwii MtnLAfxsn .v 


Invfcjijtimi ;i It rii:; juar'ch 


bui.ij:tjn 

31 Cnnujutiv (16 3/4 Hj-j) 

J. Browristoin Septf-Tnlcir ?4. 1971 


.'ll ' 


“ — - HvvAA/-f^ * 


Attached is the text of a press release recently issued to the 
infoncation conunuaity. It will soon be made available to stock¬ 

holders. 

Our designation remains - "Spsclal Situation" - Buy. 
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31 Com;)nny|ln(orm;illoii Inl.-rscit-nco Incorpor.Xcd 
?IOI ‘V.llnultlioM.CIi.l.iJcl,il,„i I3l03(?li) .. 0 j/i; 


roR iM::f:ijjATK in:i,i:Asi-: 


Scplcmbnr 7, 1971 


31 COMl’ANY DISCLOSES 
WORLD LOOK CONTRACT 

Pliiladclpfiia, Pennsylvania. . .31 Company/Inforniation Intcrsclcnce 
Inc. announced the completion of a two-year project to help produce a 
unique, com|' iterized system for the production of a brand-new 150,000 
entry indc.x to World Book Encyclopedia. 


The work, described as a "landmark step" was ixirformed by a 31 
subsidiary. Information Company of America, and the resulting index 
^will make its appearance in the 1972 edition of the encyclopedia. 

The complex computer system and programming was developed by a 
staff headed by Dr. Irving H. Sher. ICA’s vice president of research and 
development. Field Enterprises Educational Corporation, publishers of 
The World Book, in describing Shcr's work called it "true genius". 

This will be the first index to a general encyclopedia ever produced 
by computer. ^ , 


In addition to producing the index, the system acts as a feedback 
mechanism to check and control editorial processing, controls some of 
tl)e most complex alpliabctical and hierarchical arrangement routines ever 
devised, and enables World Book editors to have complex flexibility in 

adding, deleting and shifting information as part of the continuing updating 
of the encyclopedia. 


Tlie system, in addition to improving the consistency of indexing, 
accounts for variations in different languages and alphabets. 

The system, which took two years to produce and is written in BAL, 
covers the input of data on a special 256-character keyboard, processing 
on an IBM 3G0/30 G4K computer, and provides an interface with a 3G0/40 
in preparation for Videocomp-phototypesetting. 


3i offers a wide r.ingc of services including operation of a computerized 
medical, technical and .sclcnlifie d.fa bank, business and professional computer 
sy.stems, and literature analysi.s service.^. 





♦♦BROWNSTEIN BULLETIN ON 3 I CO. DATED OCTOBER 20 1971 

AND NEWS RELEASE DATED OCTOBER 18, 1971 

IVTARilME MIULAWD 

InvostmBnt Rosoarch 


BULLETIN 

3i Company Bjdl 
J. Drownstein Octotier 20. 1971 

Several definitive statements can be made at this time: 

1) Gerald Brodsky has been removed as President and Chief Executive 
Officer of the company. Assuming these positions will be Arthur 
Elins, who will also be Chief Operating Officer. 

2) Consideration is being given to change the name of the company to 
Information Company of America. 

Attached is the statement recently released by the company to stock¬ 
holders. More financial details will be available, probably before NovemI«r 15th, 
when the annual report and certified audit will be released. Other than the in- 
forEiation attached, we have no further comment at this time. 
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DiIB' SlidK'hxIlll'r 

Sincii a numiKM ol tecnit irrt|iott.-iiit i-vcnii hiive o<.ctirt('il ai 
3i iMiich will fii'.ull in ^onw di-lay in !l»e projioralinn nntl 
diilMliiii' I ol mil Annual Rr|)orl. I am firitinij lo you nmy 
to faniili■ It/p ynu with thim* di’iirlopinrnu and to (ifovirio 
you with .1 bfii’l IhjI current ftatui report ol the Com|iany't 
activitiei. 

In order to lolly utili/e the enteniive expertitt in data bank 
Ofrcrationt and ntarkeimg (xoiight to 3i ai a retult ol our 
recent acquisition ol Inlormation Cornpany ol America 
(iCA), vw! have been actively engaged in the integration ol 
ICA's skilled management into the 3i business. I am pleased 
to announce that Mr. Arthur W. Elias, lormerly President ol 
ICA, has been elected President and Chiel Operating Ollicer 
ol 3i. I will continue to serve 3i as Chairman ol the Board 
and Chiel Executive Ollicer. In addition, the lollowmg 
iIcKmer ICA ollicers were elected as 3i ollicers: Mr. Marvin S. 
Riesenbach as Vice President and Treasurer, Mr. Marvin 
Schiller as Vice President/Marketing and Or. Irvmg H. Sher as 
Vice President/lnlormation Services. Messrs. Elias and 
Riesenbach have also become members ol 3rt Board ol 
Directors. Mr. Arthur C. Haines will continue as Vice 
Presidcnt/Science Inlormation Center and Mr. S. Sim Kessler 
will continue in his present position as Vice President/ 
Scientific Literature Division. Dr. Frederick B. Giller, who 
vi«s a Director and ollicer, is no longer with the Company. 

I am alto pleased to announce that the Company has entered 
into agreements for the acquisition of the business and assets 
ol Venture Data Corporation and American Micromalion 
Iriduttriet Inc. 

Venture Data, a publicly held company bated in the Phila¬ 
delphia area, maintains an educational data bank from which 
cnilcge guidance services are produced, and provides 
information systems services to business and industry. 
Venture Data will add important marketing and technical 
capabilities to 3i't organization. 

3i has been a significant shareholder in American Micro- 
mation Industries (AMII since its inception. AMI provides 
computer output microfilming (COM) and other micro¬ 
filming services, as well at scientific and technical translation 
services for clients in many industries including pharma¬ 
ceutical. chemical and engineering. 3i*s management believes 
that it it now desirable lor 3i to have complete ownership of 
this affiliate. 

Both acquisitions will be made for Common Stock of 3i 
subject to approval ot the tnarenoiocrt of venture Data ana 
American Micromation Irsduttries. 



>S 


The combiri.Hiun iil terhnic.il, m.iii.i.|i-itii'iil. in.nS■ i.|„, 
arlmuiittrauve know how ol 3i. ICA .hkI tin-m w ..r.|.iivi.ui.v 

is most exciting. The nwrall plhxi will In' in ii,« 

scope ol 0*11 d.it.i b.ink Cupabililn't anil rx|i.ind in.ii Sets l.u j, 

information services. At one example illusiiuiivc ol .. 

exp,inrlcd m.irkcts. I l•nrlose a copy ol .-i ii-u nt iiie.ee ,s. 
scribing our major contributirsn to the newly created World 
Book Encyclopedia Index and Resr jrch Guirfe. 

As we announced on August 30. 1971, we h.ive'rrceniiy 
engaged Lybrand, Ross Bros, fli Montgornr-ry at rxir auditors 
The annual audit it not completed, but we can ndvis'' you at 
this time that preliminary, unaudited figures lor the hsc.il 
year ended June 30, 1971 irsdicate revernies ol S1.06?,00ij 
including $204,000 from operations ol the Trenton Na*.',.lu 
Service Bureau which was sold during liscal 1971. Revenues 
for the previous fiscal year were $1,403,000 including 
$460,000 from Trenton-Nassau Service Bureau. The decre.itr 
in revenues resulted pnruripally from lower revenues from 
Trenton Nassau and from the unanticipated termination ol a 
maior contract which was reported earlier in this fiscal year. 
On an unaudited basis, it appears that the Company incurred 
a lots ol $402,000 before development expenses ol $1 78.000 
and an extraordinary gam of $37,000 for the fiscal yrai 
ended June 30. 1971. In the prior fiscal year the lost was 
$315,000 before development expenses of $91,000 and a 
$14''^,000 lost on a discontinued operation. 

We ar« C'sappomted that technical development and start-up 
of the .-lata bank operation continued into the fiscal year 
ended June 30. 1971. This was largely due to significant 
problems resulting from a supplier's discontinuance ol a data 
bank and its subsequent replacement Irom another .ource 3. 
incurred major costs in connection with these unforese n 
developments, all or some part of which may ullimate'y U- 
recovered. 

We ere confident that our expanded capabilities, at reflcctnJ 
by our Outstanding new management group and our lecent 
acquisitions, have greatly enhanced our opportunities lo* 
success. I will, of course, comment further on lliost 
developments, as w^ll as on the Company's affairs during the 
past year, in my letter to you in the forthcoming Am uai 
Report. 

Sincerely. 




7 
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NI'-WS KJ'LtiAF;!, 

October ]8, 1971 

Contact: Mary Todd 



31 Com, any {information Interscicnct Incorporated 

2101 Walnut Sircul. F'hiladrlpfiia. Pennsylvania 19103 (21 i) 509-9717 
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31 Comp.™y/I„f„rr^tlo„ Int.rsclcnce Incorpor.ted today Issued s correction 

to a letter to Its Shareholders dated Octoher 13. 1971. The correction states 

that Mr. Arthur Ellas, formerly President of Its recently ac,ulred Information 

Company of America subsidiary, has been named as Chief Executive officer as well as 
President of 31. 

Arthur W. Ellas. ICA's President, was Manager of Science Information Services 
at both Wyeth Laboratories Division of American Home Products and Warner-Lambert 
Kesearch Institute,and was Vice President of the Institute for Scientific Information. 
Since ISCA. he has been Editor of the Journal of the American Society for Information 
Science, the official publication of that Society. He has also edited several 
information science books and is the author of numerous technical papers In the field. 
The titles of Messrs. Rlesenbsch. Schiller and Sher remain as stated In the 


letter. 

The new management group is thoroughly conversant with data bank sales and 
management, Dr. Sher having designed the first coramerical SDI system offered in 
this country. As a result of this experience, the multiple data banks which have 
been obtained, and the implementation of the software needed to put this information 
into the proper form for sales exploitation, it is believed that the data bank 
irea will contribute strongly to the growth of the company. 

11 was also uoled lhat rhe Company Is undertaking preliminary steps to change 
Its name to Information Company of America. 









/// U'i' l/fT 

JACK A. DAL7ieL INC, TC'S (at</ \f■ 


70 KING AVt NUt 
PIEDMONT, CALIFOnNIA ;M(.n 
PHONE (415) (,',3 ?731 


November 1, 1971 


Mr, J, Brownstein 

Marine Midland Investment Research 

Marine Midland Grace Trust 

140 Broadway 

New York, New York 


Dear Mr. Brownstein; 

RE: 3i Company - Information - Interscience 


Your report of May 17, 1971 suggested a profit potential for 
trie company in 1971 . 

The recent drop in the price of the stock suggests pertiaps 
that continued losses are expected. 

f-lave you issued any follow up to your May 1 7 report? If so 
v^oiild you be kind enough to send me a copy? Thank you. 

Yours truly, f 


/I y -' 

Jij .k A, Dalziel 


h fit 'fj 




j/cK A. DALZIEL, INC. 

// 


r'”' I 


I I 

». I. 







* 3 J. CO. eOMSOl lDWEO BALANCE SHEETS JUNE 30, 1970, JUNE 30, 1969 

^ 3i rt!.' t'Cii. i i.(;c; Incoiporafed ' 


Con' o!i'.! i 'i lr‘fu.: C.'.'-'-t 


Ai.'.of?. 

It" .I'.'.rls 
Ciist. . . 


M.iik* tal'lf. Rcxiiiilif r, at ctit.l anc! acciuccJ inlerctl 

Accounts iecciv.'<h!p . 

(Jllu'i ciirrciii assets . 

Toliil cuiiont assets . 

I'lVeslmciits In uffiliaiert conipr nics, cl cost, (note 2) 

I ixed a-;sp;s, at cost, loss cccurntilatcd depreciation of $50 947 and 
$31,9^^ (note 4) .’ 

Pal.I bank liccnr.es, at cost (note 1) 

P.-.ia hank and systems development coot, at nominal value. 

Olhnr assflo . 

Totul ar.sots . 


June 30, 

Juno 30, 

1970 

1969' 

$ 36,742 

$ 36,569 

— 

548,618 

330,286 

467.915 

13,428 

31,885 

380,456 

1,084,987 

112,500 

92,500 

101,302 

69,979 

1.028.606 

— 

1 

. 1 

24,354 

62,130 

$1,647,219 

$13q9.5_97_ 


l i.-'i-itilies and C.Sarcl'.cIc'crs’ Equity 

< III I rit licjilitic 

A. f.( ufitr. payable . 

Accincd oxpf.rir.ro 

Total current liabilities . 

.iinldcis' equity (notes 1 and 6) 

f.Mrin.on stocl.. Claes A. par value $.10; authorized 3,000,000 shares 
oi.Islanding 1,517.770 and 1,372.175 chares. 

C-oirmon eloci,, Class B. pai value $.10. authorized 300.000 stiares 

oul'.landing 132,4/5 and 154.480 shares .’ . 

( a| 'ti.i in oceso of par va'uo 
Arciimul.'iled de ficit 

Total shareholders' equity . 

Total liabilities anij oharotioldcis’ equity 


$ 200.084 
89,2 65 
289.369 


151,777 

13,248 

2.649,274 

(1,456.449) 

1.35 7.850 

$1,647,219 


$ 105,814 

_,144^9£ 

250,208 


137,218 

15,448 

1,807,595 

_J90q^72) 

_1,P59,38^ 

$1,309,597 


" • ' '■ '• 'll .1 I .IM ( ' II. ... .. , . 


























* 3 X CO, STATEMENT OF OPERATIONS FOR YEARS JUNE 30 
and JUNE 30. DATED ’ 


1970 
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3} Cn:.i|.>’ny/lnfciti-.n'.:on Intci' cirnc;. Incorporiitcd 
<;oi»s-<»lid'.tcd GUJoincut of 0{:.;r.'!liori5 


Net levcnuo (note 1) . 

C()*;ts nnd expen"'^'; 

Opciiiting {fxponr.cs . 

Selling nnd acJmini';tK>tiuc (;xp(.nier. 


Operating loss on continuing oporationri. 

Operoting toss of dibcontinued operation (note 1). 

Net loss before rjxtraordinnry item . 

Expenses of non-consummated merger . 

Net loss . 

Loss per share based on weighted average shares outstanding 

Loss from continuing operotiona . 

Loss from discontinued operation. 

Extraordinary item . 

Net loss ... 


For year ended Juno 30, 


1970 

_1969_’._ 

$1,-102,700 

$1,250,936 

1,259,821 

1,203,130 

549.348 

440,606 

1,009,169 

1,643,796 

400,409 

386,860 

149,168 

14,450 

555.577 

401,316 

— 

291.144 

$ 555,577 

$_ 692.460 

$.25 

$.26 

.09 

.01 


.20 

$.34 

$47 


Mitiiaud 

Tlic iiCt o'. aip afi iii'.cyiui pail Pi iho linancial slalcrncws. 


Accountants’ Rcporl to the Board of Directors 
31 Company/InfcriTialion Inlofscionco Incorporated 

Wo have examined the consolidated balance sheet of 
3i Comp.-iny/Inforrnation intersr.ience Incorporated 
and sutjbidiaricc as of June 30, 1970 and the related 
consolidated statement ot operations for the year then 
ended. Our examination was made in accordance vdth 
generally accepted auditing standaids, and 
accordingly included sucti tests of the accounting 
records ririd surfi cthei auditing ptoccdures as wo 
con; iilcicd iii'i essaiy in the circumstances. 

In oui opit inn, Mitjject to llu' ((.mIi.mIumi oI c.itiying 
valiM I I (I l.i baiil, lieeii'-es and inv' slmc'iits in 


affiliated companies as discussed in notes 1 and 2 of 
Notes to Consolidated Financial Statements, such 
financial statements present fairly the financial po ilion 
of 3i Company/Informalion fntcrscience IncoiporaU d 
and subsidiaries at June 30.1970, and tlio results of 
their operations for the year then ended, in conformity 
with generally accepted accounting principles applied 
on a basis consistent with that of the preceding yuai. 

Main Latreiil/ Co 


Philadciphi.i. Pennsylvania 
Novombi r 20, 1970 


















CO. NOTES TO CONSOLIDATED FINANCIAL STATEMENT DATED NOVEMBER ?0. 1970 


Inlor'.ciotK.r* Incorpornlcd 
s to Co!i .o!i '.r'l I nt.'ilcmf'nto 

t I’fiff if*lf • Vi An(»jnt‘. 'I fr., 

, • ; tib* I k f it. 

ii. I-ftfi.tiCi-l »*«' oiffii* intlj.^ r.fCiMtnt*. f)f ihc 

1 ' II < f-'f.il )c-'»r. !h»* Comp.ir*> 

f.lit.u 1. • rpr.iii'in of ♦!', v/f.. h*, .,vn. h tiy.ljfi. 

In' i*»l.u I* I. I tountly Ihc rf •.fJlinf]. 7h»i nrqor.'lion 

iti .»««!>, V. •. of'O n.»H/ i'ccni Mff'il fof n poolino of intori Ms 
IM II.. ' '• for Ihr- ; .^r « r. I, r! Juor 10. 19f.O. 


^ 14a 

|>i(.p i / d ncf|ui\ilKiii wM< ti w.i', (fi'.rrintiiiui'il In lor.n A c tMiiili icI •■'T 
in Ihf iiinniir.l ol $t(XJ (iO(1 ti.r, Im rn lilnil In Ihr^ .iclinti In Ihf 
opitiKin (il roim'.rl to llio Comp my. Ilio < l.iim is lion i l.rln ,-,n<l Pm 
COunlniLl.iini is williool mrill. 

A Cl;iPH. In Pin .inmunt o( S731./07, lor. I'pnn tn.irtc .-in .lo'.l Iho 
Coni[. iny l.y a (otim-r i mployoo .•>lln;iiiig a btcacli ol .Ti cmi.lMy.i rr,| 

«nri f nii.iil Thu Company los Mi d .in .iniwi-r .inij coimlmi l.i.m in 
lliis .iflmn, i.onmii-nciii in 19f.7 donyinQ «iny lohihl/ li.i'.od i.n pit- 
inlormnlii.ii luini'.hrj by pm r.mipiny, coiin'ol lo Ibr Company ba 
licvfs Ihtin IS ,1 mnnloimus dclrnsc lo this (l.iim 

4 Fixed Atsrlt 


v/l.i ' O.i.i la l••!ll‘■'l III Pa‘ a 01 I'vir n ''' Ik'll sl'ili nii III'. 10 
H Ik,. I I'll' ill'''-r li' ..ili'pi ol ‘.i.'-in'c opnfjii .,i. Compiny's in- 

yi'sPi 'I K' f", •l.i', I.'I Ol 0(1 i.ilm'j lossis, IS included In tilhcr 
i.'M I ■ III Pa. ;i*iioLnl o' t'l.jM. 

fj.a ifvi I'll'• lor I'loO, .11 icllffp’il in Ita. Conrolidjind Slatonu nt 
ol (iprr.ilnn' I.'i. been nducf.J by SlUb'S accomp.'inied by a liki' 
(Kill' In.n in . y|,i uses r. I'lla p In a cnrilr.icl rniPcmen! in such year 

On Nuv iiila.'i 7. 19/0. It. Comp'n. .ifinnde d Pm .iijrccmrnl whair- 
by II a'rjiiiii'ri ;>cic'i'il't 11101*1010 Corpoolion (SIC) a vvliolly-ownfd 
sub al aiy TIu amende J aflrrcm' nl rele.irr.l Iho Company liom 
cell III ir'.liit'r I.; ir. leg.'i'd lo pie oprr.i|ions ol SLC and requires 
Pie f'.rai.i i.y lo ir.stir to Pie lormor shaiebeldCfs 44.600 shares ol 
(la- A r ofni I on ilof I wl icb have born or could have been earned 
c OMling'. iii iip.'.n eami.igs ol SLC Thesi. sbarei are rcllecled as oul- 
sl.iii.lirni III Pr acc.xirpa'iying 'niaoriiil ilrilcirinls In Iho opinion ol 
Ibr. Oompai.y, Cl C v/ill .n.liieve Iho necessary c&rnings which would 

h. ivr- tnli'.l' rl Pie tollers lo receive P.ose shares under Ihc original 
agit emenl 

In CepP Pibar. 1969 Ihc Conip.iny enleied inlo an agreemenl. sub- 
seipii'i.lly .imrnt'ed in June, 1970, v ilh Cxcerpla Medica Foundation, 
a U reign ra.!i pro'.i coiporaPon, lor Ihe exclusive right within Iho 
Uiiilod Cm. ' In PI ill 1 irduimilion services liom Creerpta't data 
haiiK I’l bii.m .dir’I ir.l.. ni.ilion The considcrabon lor this right is 
SI fiOO.OOO. I'.r'i’ii n I if. C66 shares ol Class A common slock issued in 
Oiinbor I'd'.. v.!ii. h l‘ii- Comp.ir./ can be required lo purchase al 
SI' 'J p i shut in Ocir.ber. 19/1, and 30,000 shares of Class A 
II nimf'. tint !■ ic be issu.d on Decomb' i 1, 1970 v.hich Ihc Company 
r a. bi; ii.qiM'. d lo purcl.a'.i' al Si 00 per share in July. 1971. The 
th'ler. lo b' I'lu' d on r>cti iTibcr 1 1970 have been reflected as 

Old' '. h II. g i.i ibe- cci r.irif .'iiyi'ig financi.il ilaiemenis. Al its option, 
Ihi f o''i|..', cun e.tti.i " ""re.i ee' si 'I'm July V 1971 and 
I'll II .li'-i ui’..1 I"!! ty I.I* (..lyii.i'nl ol •.k.i.i,,^.,..i consideraiions. An 
iin . i.dit.r'll In this ..jfi . n rii aPerii'.g Ibc f x!i nsioh ol certain dates 
I'll.I Lb.'i. . Ill ...loihc.i d co'i! 'I .ipon i'j tiiriifiPy being negctialed 

lyuii";i Pm ennd b.iP el Pk Ip.cuI yi .ii ended June 30. 1970. Ilic 
l.r.iiip II,I 1,1 ..ne ic>'d in.iirliiig its servires in ronneebon with Iho 
d.n ( b.ird I, '.'IS icqu.i* d dunr.'j Ihe year, and had not realised 
iiii ' MQiii!" . 'I iim.iiinl cl iC'Cmifr. born these services Accordingly. 
Ibe f.i r.ip ,., h '1 not b< oLii In iiinorliy.- pio ocquisition costs ol 
Pii i.e ii'"d' - .I b,.s dcb iiid Pie dtleniui.alien ol its policy in regard 
ill Ihe fiii.pl* .ilii ii 

In l.'ovi.iii. I. 1970. P’r Coir|>aiiy borro'wed $776,000 Irom a bank, 
rLp.iy.iMe ir. Auy'j'..l, 1971. al intr irsi ol 1% above Ihc prime rale 
Ibi* l'l< •ldll.l ol the Conip.my, his brolhoi, and certain other indi- 
vid.i.il' I .111 gud'.irilecd up.iymrnl ol Ibe nolo In considcralion lor 
Pus tjiijr in! I . Pio yu.iiaiilprs v.'ipi Ihc exception ol Ihe Prnsidenl, 
will bp I'.su* d v.iiiiiinls lo piiir.bi'ise. duiing Ihc next three years, in 
Ihe a'nircia''- ol dS.liCO sh.'itus ol Ihe Compariy's Class A common 
sloc k ..I S3 'jO per share lor Ihe brsl rino monlbs and S4 60 per share 
Ild iLiilpr III fiddi'inn. P<e bank will he issued wariants lo purchase 

i. OOO tb.iii s ol ih( Comp.my s Class A common alock under the 
same Icreis 


Fixed .I'-eP sl.iteil n| cost and dtprcci.ibd ovci eilimali d o'.elul 
lives using tirjighi hoc and declining bjlaoi.e mflhcd-,, arc com¬ 
prised as follows 


Olfica fu-niluie and cquif rrciK 
Loxioheld impiovr mt nix 


Otpreciaiinn Cslinia*v'l 

lo useful 

_Cost June 3P. 1970 IKr in >. a •. 

S 7t.04S ?"t7 10 yt.iM. 

_^.794 ??,9S9 .JOJ' yC'l'. 

$157.749 S50.947 ' - 


Leasehold improvemenls are being ammii/cd over the Mo of I'.e 
lease and options lor renewal The Compiany's leasr* on its principal 
oMiCOs expires in February. 1971. but is reni wablc, al the option cl 
Ihe Company, lor three year periods in 1977, 1975 and 1971 at 
aggregate annual itnlals ol $60,000, $66,000 and iTf.OCO. lesprcbvcly 
Impiovemenls end bePermtnIs arc charged lo bxid assets, and 
expenditures for maintenance, repairs and mmo' renrw.ils ere 
charged lo operations Al Pie lime assets aie iclin J or sold Iho cost 
and accumulalcd depreciation arc removed born iho .icccunls Dn-I 
Ihe resulting gam or loss. II any, is rolicclod in opcra'ions 


S. Tai Lott Carry-Forwardi 

Unused tax loss carry lorwardt ol $1,470,000 are avail.ibli: lo cl's"! 
luluie taxable income and expire as follows 

June 30, 1973 S 740,090 

June 30, 1(74 7(0.000 

June 30. 1975 (SO.O*. 3 

$1.47t.rrc 


6. Shartholders' Equity 

Under Ihc Company's qualified slock npben plm up ip bOOCuO '>uit 
ol Class A common slock can be gianicd In ' rt it ard ke, c.i 
ployees ul not less than 100% ol Ihe lair marl..; vjli .i of Pm Com 
pany't slock M dale ol grant During Iho year < mlod Jum 30 1970 
opbont lor 79,000 shares were granted and options lor 70.400 sh.ires 
were cancelled due lo lermin.ibon ol enirlo/mcnl. rlc Opujr.i let 
7.175 shares were exercised dunng iho year and. at Jurr qn. 19'C 
opliona (or 61.900 shares were oulslatiding el rtit'v tang ng bj i 
$167 lo $77 75 per share, ol which options lor 70/99 sh .n s vcie 
exercisable Opbont ate exercisable in Icur and live cusi.ul / .e 
equal annual Intlallmenis 

At June 30, 1970. viarrants were oulsbinding In pun h.'.'..e lOl.'. 
shares ol Iho Company's Class A comtnen slock, ai pr.ccs rar jn g 
bom $7.17 10 $7 75 per share lo March 1, 1973, Ihc expir .bon date 
ol Ihe warrants 

The Comp.iiiy has reserved 137,475 rb.ites ol Class A slot k lor 
future conversion ptivilt-gos ol Class 0 sl»» k Cbm l> nock b is i r 
votes per share, and Class A slock has oim vcb lei e .t b ih.ifo i.cid 

Changes in shareboMeis' equity is summirucJ as lohuv.'s 


7 Trans, 1 C lions with AIMi.ile'v 

Til* Cr.mi *.> c.iiii*'! ils imi Imenls In Iwu iilMuted companies al 

t(i*l I'uii iflili.iU l cc n I 1 * 11 * •• nil' in Iho iiiiliil year ol maikepng 
Pii ii I'liiiiiii il ii'ivi I ", .iiiij nr III I I l .ii le.icbed o level ol proMiible 
< 1)11 lull-n Till I nllili .irloll, vi' con***ivrilive acrouhling pnlicns 
ol iiul 11*11.111111) U* vi'l .) Ill) )il 1 >).f ndili/irS. but in'.U ad Charrgo Ihrm 
lo liir,i*ii.. J' )*ii uiierl Ari orrl.i.*jl)' IIP ('.r-mj. iny's inveilirii-ril of 
in:** (M>. • l|^ li^ i 01 . si I liif* uiiii''f<')Uity v^ilue In IfiO 

<‘(‘H*Mk|i 1,1 III ui.i'r H)( i«1 t»»i i I -.1 if Um*.!' ii I ^4 ' tnif.'iit*. f.iiily ff.f- 

v.il I* i.( til* I t'dt'jfiirn mv» • Iffti f.!’. CMfn » r. of Ui*’ Coin|»«»oy iif‘u 

fiol'l I'tl .. I* K, n.( I* < rif.tp list ' Diimm} llkt y if C’rifIf'H .fo'iit .'MI. 

M «• I *M Ir *4 ii> >l< i t !•. (Ji'lu• I* if * 11 'I ( f.ii • r« Ml!' M il t(i !»h ' »• 
iifl.h lit It,, f I'.t.rh f fit'*. .Ml'! .'iMil I At III ' 

!o| ,11. <1 , : !. I II, .t> II ,(■ f( , Ul () oir! ‘ fvii * ■. If hiU fi «J In Ilii 

Cxt4llli..*t(/ I f tl,| Jl ililtll.ltr 


Common floffc Comii.rin ilrrl 
A f* 


Balance at Juna 30. IfiCD 
Conv«f(«on III ClAtv b itoc^ 
Options (Bi-rciiad 
Sloclt k&ucf! 11 rv*nnc rticn 
wilN n'if.ndmint to 
Scicnltfir lti<'i.4tuic 
CoipMMtifin (iiqui'ition 
ngt' 1 iiH/nl (ftotr 1) 

Mot It I' (I in f III ,(11 I |ii/M 
»ilii I ■ >i Ml **iili 

ISIt'lpll* ft( itllM fl'iklltt.1 
lioi, fru*li- 1| 

Nrl I foi yi rf* i nrfi <1 
JutH- 30. I'f/{) 

Raiund ,i| Jiiihf 30, 


1137,?ta i1*>.448 

?.?00 (?.?00) 
212 

4.4b0 

7.t'.7 

iiM /// '/if 


Cnpifal in 
f *• /.I /cc 

I* •' i.lMj • 11-* 

i 1 0^/,*./. i S I 

3.C20 


(4 4hi 


I 

r ; 

'; ( * ' .4 • » / 


3. CCiMttn'J'liLM. I 

11' (xMn.ii.i'.y li.ii coiiMiii Mt I i! .*t»i .'(liitj 1i> C4.|i'f| ;in .nclv.iiio 
(«vitt(.|| It 1 '^ I'C'iit fully ic.iwr’’) iti.-df by ti i (.o;i«|MMy In a 
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•' i. • ’•..i' i.jS. 'lI. .security U o xdurs . 

1 LI 1 ‘ • '-> • Class 

■- • jr St ick, Class A, 

*.1J Par Valuj 

L‘<y--on Slock, Class 0, 

5.1J Par Val':a 

'••’arrants to purchase 
.'cr-.-on C'oek, Class A, 
i. 10 Par Valuo 

tn^rK is -js or Decreases In Outstanding Equity Securities . 

As of June 30, 196S', there were 1,314,302 shares of the 
.iiatranfs Convt.on Stock, Class a and 154,475 shares of the Reg¬ 
istrant a Corrjno'.i Stock, Class B issued and outstanding, and warrants 
to p>ircha3o 30,000 shares of the company's Common Stock, Class A at 
nnces ranging from $1.92 per share to $2.75 per share. The fore- 
loin.i share amounts refle-t a 3-for-l stock split effective pursuant 
to ■shareholder approval given or. Oecomber 23, 1968. With all share 
numh.-rs being adjusted for the aforesaid stock split, tho foregoing 
sl.aro amounts represent, since Juno 30, 1968, an Increase of 258,152 
shares of Common Stock, Class A issued and outstanding, a ducrease 
of j 1,000 shares of Common Stock, Class B issued and outstanding and 
no change in the number of warrants to purchase Conunon Stock, Class 
A Issued and outstanding. 

Tho increase of 258,152 shares of tho Registrant's Comnon 
■itock. Class A issued and outstanding is comprised of tho followingi 
(a) 68,400 shares issued on September 20, 1968 pur¬ 

suant to an Agreement and Plan of Reorganization whereby T.N.S.B., 

Inc., a Now Jersey corporation which is a wholly owned subsidiary 
of Registrant, acquired substantially all of the assets of Trsnton- 
Nasuau Service Bureau, Inc. A copy of said Agreement and Plan of 


Approximate Nun.t 


Record Holders as ^ 1 2 /1/6^ 
1,025 




U , f .'T 
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cclentitic Literature Corporation 
irvcerpta Medica Information 
cyaterns, Inc. 

• information Company of .America 
\''.i?rican Micromation Industries, 

i n ^ • 

. .O.c., Inc. 

k'.auchly Wood Systems Corporation 


'In.ictive 


State of Jncorporati on 
Penijsylvania 
Pennsy1vania 

Pennsylvania 
PennsyIvania 

Nev; York 
Delaware 


With the exception of E.O.C., Inc. and Mauchly Wood 
Systems Corporation, both of which were acquired sub.sequent to 
the end of the Registrant's fiscal year, the financial statements 
ca the above subsidiaries of the Registrant (other than tliose which 
are inactive) have been included in the accompanying consolidated 
financial statements. 

Item 5. Pending Legal Proceedings . 

As of September 30, 1972, neither Registrant, nor any of 
. ts subsidiaries, was involved in any material pending Iccpil pro¬ 
ceedings . 


Item 6. Increases 


‘creases in Outstanding Equity Securities. 


(a) As of June 30, 1972, there were 2,460,916 shares of 


^fccistrant's Common Stock, Class A (25,000 shares of Registrant's 


-omrr.on Stock, Class A are held as treasury stock and are not treated 


outstanding and no shares oT Registrant' s 


k-rnasS B 


•fsued and outstanding. In addition, warrants to purchase 103,000 
■••jri r> of Registrant's Common Stock, Class A at prices ranging 
•‘■■’-'t. $2.00 to $5.00 per share wore outstanding. The foregoing 
- 'i-'e and warrant amounts represent, since June 30, 1971, an 3 ncr*'<e;( 
^^'9,146 sharer of Con.mon Stock, Class A V7h.ich are i.Sfiu<‘d .inci 
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lied upon to support such exemption were previously reported , ,, 
^intrant's Current Report on Form 8--l< for the month of Axigur. i., 
12 . 


(iii) 7,500 shares issued on August 4, 1972 to Mr. 
eu Von Euqen pursuant to a letter agreeme-nt dated April 5, J972, 
ich provided that Mr. Von Eugen was issued cliese sliares i r; .settle- 
nt of and in place of all rights he may have had against Hegisl rjiii 
der letter agreements executed between the Registrant and Mr. 
n Eugen in 1969 and 1970. Those agreements granted Mr. Von 
gen, inter alia, the right to require the Registrant to repur- 
ase or register, during the fiscal year ended June 30, 1972, 

,000 shares of the Registrant's Common Stock, Class A, which 
.re issued to Mr. Von Eugen. The Registrant believes that the 
ares issued to Von Eugen, which were taken by him without a view 
distribution thereof, and were legended accordingly, did not 
volve a public offering, and therefore were exempt under section 
2) of the Securities Act of 1933, as amended. 



em 7. Approximate number of Equity Security Holders . 


T_it le of Class 

/.?moir Stock, Class A $.10 
>.*.r value 

/’..mon Stock, Class B $.10 
.>.r value 



iirants to purcliaso Common 


^tcck 


Class A 


10 


I 

.'?m 8. Executive Officers of the Registrant . 

The following table indicates the names, ages .in.l posilicju; 
th*.‘ cj.xecutive officers of Registrant as of StjptemJjer 30, 







* NISSAN GUARANTY OF $225,000 FOR 3 I CO. LOAN DATED '♦'9a 

NOVEMBER 18, 1970 


Incorporated 

3101 wanut SMM. MnnwIoMia 191031315) 6090717 

November 18, 1970 

To: Messrs. Nissan, Mulvlhill, Dadonna, Boop, M. Brodsky, G. Brodsky 
From: 3i Company/Information Interscience Incorporated 
Re: Guaranty of $225,000 Loan from Chemical Bank New York Trust Company 
Gentlemen: 

This will confirm that 31 Company/Information Interscience Incoirporated (Si) 
in return for your guaranty of the above referenced loan has agreed to issue 
to you warrants for an aggregate of 45,000 shares of 31 Common Stock, aass 
A in the following amounts: 

Guarantors 

Nissan 
MulvlhiU 
Dadonna 
Boop 

M. Brodsky 
G. Brodsky 

The warrants which will be Issued In due course will be in substantially tbs same 
form and contain substantially the same conditions as contained In the presently 
outstanding warrants to purchase shares of 31 Common Stock, Class A. It is 
understood and agreed that investment covenants will be given in connection with 
the issuance of the warrants and the shares of stock issuable upon exercise of the 
warrants (and the warrants themselves) will be entitled to piggy-back registration 
rights only. 




The term of the warrants will be for three years. The exercise price during the 
first nine months of the term will be $3.50 per share and the exercise price for 
the remainder of the term will be $4.50 per share. 


No representations and warranties concerning the Company's financial statements, 
business operations or prospects have been or will be made in connection with the 
issuance of the warrants. Warrant holders will, however, be entitled to receive 
copies of the Company's Annual Report containing certified financial statements 
and copies of all other communications sent to 3i shareholders. 


The arrangements between each of you as guarantors and the amounts (as between 
yourselves) you will be guaranteeing will be the subject of a separate agreement 
between yourselves to which 31 will n^tr'Selt^arty. 




X 


'ompany/Informatlon Inlerscienc 
G. L. Brodsky 


Incorporated 


( 

i 

I 











♦COVERING LETTER DATED SEPTEMBER 28, 1971 EGAN TO KEMn l ^20a 
TRANSMITTING BROWNSTEIN BULLETIN DATED SEPTEMBER 24^^1971 

September 28, 1971 


Mr. Louts R. Kengla 
Louts R. Kengla Company 
4708 Wtsconstn Avenue, N. W. 
Washtngton, D.C. 


Dear Bud: 


Attached ts buUettn from Martne Midland on 31 Company 


and also release from a broker. 


It Is interesting to note that Marine Midland still thinks 


It Is a good buy. 


Sincerely, 


EJE/roh. 

Att. • 


btntanMints conin-nact horinn c.rn Ixii nvcn to be ruiijl.ir. but nrci not ounru'Mfaa T»io cri'O.Qoc oap'u-.'.oo mro cuOicct to cri^r 


f,-, 






IVIAmiMB IVIIDL.AIMD BANK 

Maw voaK 

2B0 rcHK AVINUI • NEW VOMK. N. V. I001T 


Blvard J. Egans, Esq. 

Edgan Sc Bliss 

Ro<»i 308 

250 Parit Aveune 

New Yoric, New Yoi^ 10017 
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Nlfjsar, 


★ ★ ★ 


Q ill*. Nissan, 'oho hour la )?:etfcinp 3ate, we 
agreed to acMcurn at '4 o'clock, I would like to spend 
a raoment with you on some of these documentB .here 

I show you Plaintiff's Txhlblt 37 , it Is a 
Marine Midland Inuestnent Research Pc;-ort. 


Yes. 


Now did you get jt? 


A T. get a copy from the analyst who wrote the report. 

I (^ What was his nane? 

A Oei’ald Brovmsteln. 

• 0 How did you get It? Was It mailed to you 

or v;a3 it delivered to you? 

A I think It was mailed. I don't remeinber. I 
honestly don't. ’ 

Q VJe will be talking about it later,* I Just 
want to Identify this pertlcular iten. 

I show you Plaintiff ’6 Nissan Exhibit Nos. 33 , 34, 
35, and 36 and ask you, sir, hoxv did you get those? 

A y don't remember. 

Q You don't renemher? 

_ A 3 don't kr.ovr i/hether I v;as p-Jv&n them or received 
them In t)ie mall. 

0 But one way or the other it came from 

A 

i 

Mr. Bro' nsteln? 





I'llasan 


Yes, sir. 


MR, PELTON: jL£t a second, I would like to 
read No, 33, It Is a bulletin dated June 8, 1971; 
No. 3it Is a bulletin dated Septernber 7, I 97 I; 

No. 35 Is a bulletin dated Auguot 10, I971; and Mo. 
36 Is a bulletin dated March 10, 197 I with a stamp 
confidential” on thr. rlghthand corner. 

I reserve rny rights to ask the questions. It 
I is now 3:30. 

MR. WINN: T don't want to stop you from 
asking questions, go ahead, 

Q I would like to show you Plaintiff’s Exhibit 
C marked for Identlflcatlor. on October 16, 1973 and ask 
you, sir, if you ever saw this letter or a copy of It? 

MR. KELLY: This la not produced from his 
documents? 

MR. NELSON: Nc, this was produced by Joel 
Brownstein on direct testimony. 

A I think I saw a copy of that in late »72 or — I 
would*say late '72. 

Q Late 1972 ? 

A Yes, sir. 

C* Wha-v Is the date of that document, sir? 


You never saw It in 1971, though? * * ★ 


• *. • 








★ ★ * 


Nissan 


By the way, df) yoj know or 
Jack A. Dalzlel Incorpoi’ated — a Jack 
Jack Dalzlel Incorporated? 

A Yee. 


92 

ever spoke to a 
Dalzlel or a 


Q They are located in California? 
A Yes. 

Q Is Dalzlel a client of yours? 

A Recently. 


Q V/as it a client In 1971? 

A No, sir. 

Q By the way, this particular report which Is 
May 17, 1971, which Is Plaintiff’s Exhibit 37, did you 
ever make copies of It? 

A I made a few copies, yes. 

- Q What did you do with the copies? Who did you 
send them to? 

0 

A Strictly for Informational purposes to sell my 
accounts. 


Q What are the names of the people? • • 

I 

A I don't know. They already had positions, the Bank 

of Paris for one, I believe I piave It to the president 
of the bank. . ‘ 

0 The Bank of Paris? 


A 


I don't remember. 


* ♦ ♦ 
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* * * Q. 


W^io mailed these reports for you? 


A I don't know If they were mailed. 

Q Or — 

A I don't remember. 

Q Do you knov7 If ary of them were mailed? 

A May have been, I don't remember. 

Q Did you personally mall any of these reports? 

A I don't remember. 

Q Did you Klve eny of these reports to Miss 
Plchtenmayer or any other secretaries for you to inall? 

A I don't remember. 

I 

Q Did you make copies of thaso bulletin, that Is, 
Exhibits 33, 3^», 35 and 36? '• 

A I don't believe so. 



Q Aside from the renroducinp: that you testified, 

I 

did you tell any of your customers about this report? 

A I probably mentioned it., yes. 

Q Did ycu tell them about it‘before or after you . 
got the report? 

i 

A I don't remember. •Cer;alnly most of my purchases had 
been done before, you know, I had been recommending myself. 
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I couldn't have told them muc-» about It because I didn't 
know much about the report an/way. 

Q No? 

A No, sir. 

Q What did you know about kir. Brownsteln? 

A He was a securities analyst at the bani-, Marine 
Midland Bank. 

Q When did yoi first meet Mr . Brownsteln? 

A At a tieattnfr arraoKad tv fal.erty * Sch„arta»ood on a 
company called Seco. 

n What year v;aa It? 

A 1 believe sometime Ln the latter part of 1970, 

I don't remember the exact time. 

P And at that time at that meetlnp; was Mr. 
Brodsky there? 

A No, sir. 

0 Were you ever at a place where you, Mr. 
Brownsteln and fir. Brodsky were together? 

A Not that T wait a mrnute. There is an appointment 
yec — v;alt a minute. 


Mf?. Kr;,LLY: Tell him the meeting where they 
might have been. 

THH WITNESS: I don't remember the time ^ 
frame. I remember that I think he and another 


♦ ♦ ♦ 
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* * * Q How many convefsatlons did you have In 1971 
before you received this report? 

A I would say numerous. 

< Q How many would you say? 

A I can't remember. I was trying: to recommend a lot 
of securities. 

I 

Q What other securities did you recommend to 
Mr, Brownsteln? 

MR. KELLY: Walt a minute, I object to that. 
r4R. RICHARD G. LYON: I Join in that objection. 

Q Did you ever see ?Ar. Brownsteln personally after 
the meeting; at Paherty & Schwartswood? 

A Yes. 

X 

Q When was the first time you met him personally? 

A -At t}.» meeting at Faherty & Schwartswood. 

0 When vras the next time you met him personally? 

A Sometime after, I don't remember whether It was three 
months, six months, I don't remember. Not that frequently, 

Q That would bring- It up to when, the middle of 

1971? 

Wait a minute, I said I don't remembey; it was 
very Infrequent and you are telllnr me‘ — 

0 The next one, the next meetlngr? 

A I don't remember. 
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Q You said three to six months, that would be 
sometime In 1971, correct? 

A That would strictly be a yes. 

Q V/here did you meet him the second time? 

A Either, I think I may have met him at my office 
once and another analyst Introduced him to a company, or 

I may have gone u- to the bank to meet various analysts 
at the bank. 

Q That Is when you saw him? 

A Yes, sir. 

Q How many times in all did he come to your 

place? 

A I would guess once, but^It could have been two, 

I don't remember exactly. 

Q One or tvro times? 

A Not that many, ' 

0 One or two times, you say? 

A I would guess so, yea. 

Q V/hen he carae to see you one or two times, 
this was before the report of 1971? 

A I don’t remember If I met him before.the report 
of 1971, other than that one time. 

0 I/hen was this? ? 


a 


A 


As I said, Faherty & Schwartswood and 


once at my 
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Q Just the one >tlme at Paherty & Schwartawood 
and one tine at your office? 

A I may have gone up to the bank seeing various analyst 
talking about stock. 

Q How many times was that? 

A I don't recall. It was not frequent. 

Q Did you ever see him. any time after he received 
the report of which Is Plaintiff's Nissan Exhibit No. 37? 

A I believe — yes, I did. 

Q How many times? 

A Well, I saw him the next time I think when the 
negative figures were -issued. 

I 

Q When was that? 

A When I went down on a Sunday morning to 31 in 
Philadelphia. 

Q Was Mr. Brownsteln there? 

A Yes, sir, I Invited him along. 

Q So then you saw him one time In Paherty & • 
Schwartswood and one time thereafter, and the third time 
•was at the bank, when you saw the other analysts? 

A . Understanding that I am speaking from recollection. 

« 

4 

Q Yes, of course. And the fourth time was down 
’ In Philadelphia? 








i-r^ 
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A Yes. 

« And the second time you or.w him was before. 

When he came over to the office, was before the report of 
May 1971? 

MB. BICHARD 0 . LYOH: That wasn't his testimony, 
Felton. 

[ MR. FELTON: I withiraw the qtieotlon. 

0 Did you ever know that Mr. Brownstelh had an 
account with Walston and Ccrnpaiiy? 

A I don’t think so. 

0 Did you ever learn whether or not Mr. Brownsteln 
ever purchased any 3i Co. stock? 

A I didn't know other than the fact he mentioned he 
bought some. 

y 

Q When did he mention it? 

A I don’t remember. 

Q On the telephone? 

A Yes. 

Q By the way, when he came one time personally 
to your office to see you, ho;; long did he stay? 

A" I don't remember. As I say, I’m trying-to recall. 

I tblnk It was a meeting with the president of 
SlntronlcB or the president of 31, I .lust don’t remember. 

0 Was this at yoiir office? ' 
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A Yes. 

Q That la v;hen you saw him the one time that he 
ccune by? 

A Yea, air, I believe so. 

Q How lonj!: did he stay? 

A It couldn't have been very lonpr; there were other 
people In the meeting, I don't remember who, though; I 
know his analyst was with them, but other analysts from 
the bank was with him. 

Q VHio was that? 

A Mr. Qood. 

Q What Is his full name? 

A I believe Cecil Good. 

X 

As I say, the time frame, I just don't remember. ^ 

Q Did he ever come down personally to see you 

at ydur office, just the two cf you talking? 

A Sometime thereafter he nay have dropped In for a 
few minutes. 

Q When was that? 

» 

A 197?. 

Q How long did he stay when he cam© that one 

% 

time, dropped In? 

A Mostly very short period of time. ^ 

Q Did there ever come a time when you spoke to 

★ ♦ ★ 









.Hw C>ww>2 OtH- 02--«aOT»»»>»^ 



s 

4 

5 
8 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
>3 
.14 
*3 


nr»f 


♦♦' EXCERPTS FROM BROWNSTEIN OEPOSfTION 

Browns teiji 


432a 

n 

♦ ♦ ♦ Q Even lei^atlve rsports? 

A Yes. 

Q Did they reviev/ tne September 24, I 970 
report? 

A I don't remeviber that, 

Q I notice In your Kay 17, '71 report you 
refer to something In capitals, capital s and capital 
L. Supervised List, wiiat doeo that mean?. V/hat la 
the .supervised Lict? 

A The Supervieod Uet. the Uet of eecurltle. that 
the bank holds. 

Q Is It an actual list, typed up Hat? 

A It is a list. I don't know how they prepare It. 

t 

Q But it is foriiial;. olr.iously. 

A Yes. It is a list. 

Q Have you ever seer, the list? 

A Oh, sure. 

Q Hov: many pages was the average ll.st in 

1971? 

A I don't know, it is a Jom: list. 

Q Ani is the JJst broker down ..Into cate¬ 
gories? 

A Co.'Id you Ju 3 t define cctegcrles? i 

Q -''ell, for c. 7 amp 1ft, blue chip? 
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Q Just one list? 

It Is a liGt. 

Q And how Is the then? Alphabetical? 

No. It la by industry classification. 

Q By .industries? And under Industry it is 


alphabetical? 

A T think 30 . 


Q And what ir rd sre, a next to each 

stock that is on this list? 

A I don't know. 

t 

Q A sentence of this report of May 17 , 1971 

begins, '•Thf: rtoch is t-ir.g added to the Supervised 
Li rc . 


Ri Tiht 


fie report •. 1 dated May 17, *71. Yet 


the 1 -ist sentence states that the stock Is being added 

to tiv; SnpPrvlMc.d List. Wno adds to the Supervised 

List? w,iat ifu the procedure fer add.-i,ng-.tc the Super¬ 
vised r.iit? 

A vor aci.-Un- a st oc’ to the Gupervie :d List? ' 

Q Yog . 
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A It hP.s to be approved by the Investment policy 
committee. 

Q Yet on the date that you prepared this 
report, on !1ay 17, 1971, it hadn’t been seen as yet, 
the report to the investment policy committee, correct? 

MR, WILLIS: J ob.lect to that question. 

Q Ilr.d it been seen on May I?', 1971, the date 
this report was dated? 

A In what form? 

Q V/aa it seen, was this report that I hold 
before me, Defendants’ Exhibit 8, was it seen by the 
investment policy coamlttee on May 17, 1971? 

A I thlnl: so. 

t 

Q So they saw it before therij before the 
date of May 17, ’71, ig that your testrinoriy now? 

Hh. WILLIS: !• object. ’./hat do you mean 
is t’.iat his testimony now? You are suggesting 
that thure ir .some channo of testimony. I object 
to that. 

A Could you ask it o. dlff«-:reiat way? 

'5. On 17, 1971? 

A That; ic right. 

1 IDid it bean soon, this rejiort, as yet 
by the 5nvestncnt policy cominiotse? 
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I believe ac. 


It. £*o2?iii had it been seen? 


A I don't remoffiber. 

Q Tne date on this report, was this the 
date this report was Issued? 

A It might have been. I don’t knov.-. 

Q What do you. raean In the last sentence "The 
stock Is being added to the Supervised List." Are 

you suggesting in this last sentence that It had 
already been approved? 

A Approved — 

Q Being added to the Supervised List. 

A That ifi correct. 

I 

Q li. it fair to say there it was another 
preliminary report that was approved by the investment 
policy coTO'dttee which is the subject of this report? 



Q Oh May 17, 1971 when ./cu prepared this 
report you stt.ced that this stock 3.1 Co. was being 
added to the ^.jpervised hist. 

A nijht. 

To co'.itlmie furth<‘.r in the sentence "as 
h S ecial oltue'-ion." Wi>at tloes that nsctn? V.’hen ? 

I say Sptfolal Situat.ion I am -’eadln.g from the last 








sentence. 
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A l/bat do X mean by that? 

Q It J.s your report, 

A Spoolal SlCation lo a hiehly speculative 

aggreaalve eltuatlon that ie o..ly for high rlelc 
accounts. 

Q x’d l.lke to call your attention to the 
previous sentence, -M-rhUe the stock is speculative, 
we are recommending its purchase In those accounts 
which permit equities of above average risk." Are 
you now Changing ihe report, air, and' suggesting It ' 
wasn’t above average rluk but high risk? 

HP. WILLIS: I ob.ject, Mr. Felton. If you 
want to ank ciuections In thit way, ypu are never 
Sclng VO ncccmplish .snythin.;; but Just taking time 

Mil. FELTON: I e’a calling on him to answer 
the question. 

nq. WILLIS: You r.re caking the time of the 
reoortor and costing yourself a lot of money 
needlGOKly. We k.:ow what che i-tport states. 

MR. PF.LTIN: Tlease don’t testify for him. 

Vfc have youj’ cotmnt-ni.c. I v/int ;in ansv/er to my 
queatlon. f 

MK. •.■’ILLTS: ?If. Foiton, I wJ 11 continue 
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until T an, finished and you can take exception 


to It. 


MR. FELTON; As long as your statements 
don't perhaps in any ;fay indicate, perhaps, your 
displeasure with, perhaps, what might be the 
intended answer, 

MI . WILLIS: Mr. PsJton, Exhibit 8 has been 
marked and we know word for word v/hat- is in 
Exnlbit 8. Mr. Drownstein answered your question. 
If you do not like hia answer, that la part of 
the breaks of the game. 

FELTON; Sir, my understanding of the 
rules of federtil procedure are such that when 

t 

J have a witness here who if, a defendant in this 
action, who has testified, .in contrary fashion, 

I ;..m entltlel to :^ee if-i can get an Sunswer at 
this particular point. 

MR. NILLIS; Ha has ict testifisd in a 
contrary fanh.lcn. I objec; to your Stato- 
maufc on the record which ic; obvlouajy contradlccjve 
of everything that has happened up-to now, 

ft 

Q 1 show ycu th;.3 repo->l ani 1 say to you, ■ 


Ij would you pleaeo loolr at tho sovtciico jeforo the end. 


sir. 


V 


1 
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R 

A 

2 

A Yea. 


K 

3 

Q In J.t uo^ yonr tesaimny that the stock. 


R 



E 

‘ P 

4 

Special Situation, refers to a hlah rink stock or 


S 

5 

above the average ri?k stock? 


T 

J 

N 

e 

7 

MH. WILLIS: I object to the form of the 


G 


question. 


1 

5 

3 

A Same thine. 


0 

9 

1 

Q It Is the same thing? 


N 

A 

c 

to 

A Yes. 


w 

s 

A 

It 

Q To continue the last sentence* "and is 


U 

t2 

rated as a Buy." v.hat does that wall, with the 

• 

s 

T. 

!3 

capital b. Buy? 

• 


f4 

A With a capital b. It^was to be bought on a 



:s 

discretion of account nanagern in thoee eocounts 



Id 

wlJllng Co asFuniG the risl . 



17 

t 

1 

rw. KUNEf?: V-ili'ycu -•ead the answer? 



m li 
1 

(l^hereupon the anr.-.-or referred to above 



1 

19 1 

vmi read by the repcrcoi*.) 



’0 

/'F. V/ILL.IS: Are you ’iniched? 



21 

MFi. FELTON; 1 hjiven’t begun. 



22 

MR. WILLIS: Ihen let's get'-ii.ovlng. 



23 j 

MF. FrJ/j.'CRil: Off tl-e record- ' 



t 

24 

MP. .ilLLiS: It if- on the record. Anything 



.» 

t 

i 

‘▼r--*- - 

I tay is on the record. 

• 

• 

' 
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a Soi-ore I believes, yoii tentlried that the 

SupervleeS W,-.t offer-e eeeurltles that the bank holSt 
or held. 

A Yes. 

Q I believe you just now said it. is a 
uy f.nd rei'e.n ing to the entire aontenoe, '"riie stock 
Is helne adSot; to the Supervieed but ae a Special 
Situation and lo rated as a Buy." it lo a Buy for 

those accounting managers who have those accounts 
willing to accept the risks? 

A Yes. 

Q So are you saying r.ou that the Supervised 
is both for the ban.W3 owe purchasing as well as 
for purenasing for the accounts of customers? 

A I don't know i.r tliere in a distinction. 

The bank lt;-,e3f evrecl stccko, r.lght? 

A I don't know. 

Q You just said a r.-oirent .ago, securities 
the bank held or holds. 

A 1 ihink the questicn you aro asklrjg me is a 
quePt.1on I can't ansv/e- because I don't understand 
the di,rt..nctlor. between banic owning and bank holding. 

P -T er talhijig about the P'arir.o Mi dland ^Bank 
and. its .iubsldie..rla3. 
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Iu’r>v;rrite.1.ri 


Yos. 


A3 far as folios are concerned. The 


bank and its subeldlriries have clients? 


.Right. 


Q Viio have accounts? 

A That is right. 

Q A.Md In the account there are portfolios, 
correct, different stock holdings? 

A Y-s. 

9. But ttio ban!' itaali* and tta subsidiaries 
own different sesurltles not for the clients but for 
theracel/o.T, fcT the oank .itsalf? 

A I don't knoitf. 

t 

Q Tien is all your work done for purposes 

of rurchas.-.nB and ra les of client f accounts In their' 
portfolios? 

A I don’t I'.noK. 

Q types of accounts are there, let's 

say? Po.’ ozariple, their dJecrctiocary accounts? 

W WILLI.‘3: Mr*. Peltun, I think you should 

il.'st ep.tnbllan that he had 3or'.et»iJng to do with 

* 

those acco.mts. ijp untiJ ti)i8 point he has not 
indicated any familiarity w:.th the subject rhatter 
Q /le/’.c:;'ring no>, to the .iccount.g rranaged as 
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you teatifl&r;, and -ohot;.- ncooinr.a willing; co accept 


the .rlKko. 


Fight, okay. 


Q -Ihe-fc which you te-Eti.'.’led to, what types of 
accounts are those? 

A I don’t Imow. i toll you 1 am a security a^ialyst. 

Q Tliat is net the point. You do know the 

list Special Sltuationr applies to those accounts 

where the account is wining to accept the risk, right? 

A I knew tact there are accounts and T know that 

In each account the-s Ju probably risk and non-risk 

situations, rolng peyo/*! that X don't know because 

I am not Involved in that type of work. 

( 

« Do you know »n4t there la a ne.e<l for 
dlatinotlon bfaeo upon tne dlff.ient type of account, 
correct? 

MS. WimS: I ion'): understand that quejtlon, 
Mr. Felton. 

MR. PELTOH; I Ml] inic It. 

Q If you don't unde, stand, r. question, I 
will be gird. ;o e.-n)?aln. y.efc'c continue this way. 

A Go ahea^. 

Q Toere are ceuualu lucountj you say where 
the maiu gora •c'.ow chat those accounts are willing to 


25 
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accept the rJako. 


Otoiy. 


And those accounts are the onea where 


you have Special Sltraticnc, correct? 


I Q Tell me then. 

A Okay, x don't k/iow what accounts are for risk 
and I don't know what acccunte are for non-risk. I 
Just know that there are those accounts, whatever they 
, are, whatever tholr description, whatever their 

dlstlnctior, that probably accept risk situations. 

Q And tJiat is where, you have, you said. 
Special •iituations for then? 

t 

A That Is presumably what they are earnarlced for. 
j ^ V.^hat do you ireeua by meu^agers? Are those 

raanagers ir the Individual brtinches? You said before 
managers ct’ those accounco. 

A I aor't know. I don't kno-w what the system is. 


24 |l 


I'Thrn you use the word .managers, what do 


you mean? 


PeopJe tiiat manage s.ccour-tj, 
P Portfolio .me/;? 


yej. 


Q And they are in the i?idivldual units of 


(1 
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the Individual baiiky? 

A Yes. 

Q And those portfolio men, are they In 
contact with fchs clients? 

A I don't know. 

Q Are copies of your reports sent to those 
port1olio men or managers? 

A Yes. 

Mli. WILLIS: You wore referring, I take it, 
to a report such as Exhibit 0? 

MR. FELTON: Yes. 

MR. WILL-'-S: Hot necessarily everything 
that he ■'iO''ltes — 

I 

MR. FELTON: I am specifically talking about 
Exhibit n. 

A That report (Indicating^? 

Q Y6 o. 

A Yes. 

Q And did you ever have occasion, for 

example, on this report or any other report for some 

of those portfolio men to call you up sjid. discuss it 
with you? 

A Yea. ’ ' ‘ f 

Q And at that time maybe you would tell 
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ther, a lUtlo nora cf t.ha infor,nation you have and. 

maybe a.-.plai„ a certain pa,m pernapa that they don-t 
undei'stand in the report? 

K Explain the report basically. 

Q How o"ten la this Supervlued Liat published? 
A I don't know. 

Q How often v;o.3 It revised? ' 

A That I don't know either. 

<3 In other words, as the situation changed 
In any particular stock —• 

A X don't know what procedure the bark chooses 
to do that. 

Q The -nvestmant Pollc,., Ccnsultte, you mean? 

* No, am paying thn bank 

» When did 31 sc on the list. In May of 
’71, the Super-.rised List? 

A It might have beer, Kay or .it n^Eht have been 
June, I lon’t I no,. . 

Q I wouj.d like lou to refer to the last 
sentence of your report, yer.m.pa it „c,,ld refresh 
your rec 0 lie-n11 on. 

A Ve.5, T r,-e that, fcrt „h-,r,it wan acced, I don't ’ 


knoi;. 


It have been J/Jay , it irtlfjht have been 

^ 
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B: vtu 

* *of Mr.y 17 , iqri? 

A Yes. 

Q Bic*. you 3oc): at the annual lO-lC for the 

year 1970 a3 r of ycu:.' preparation of the May 17, 
1971 .report? 

A No. 

0 7o.'. did not? 


A 

I (iidri't 

oee 

the 

10-1 


Q 

.So 

what 

die. 

you 

you 

ui.dn * 

t ice 

thi 

1959 
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Ysh 
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^ vMg j, i-jo.r;.'a* i-i-ocodur^. 

^ ij.i..-. .,;>u :3o.j.(’ ;he annual reports, the 

chat.= „li,h nr. Nl.sa.n .«•! ch..te r.ath Mr. Erodsky, that 

Is Gera3d Profs*';’''? 


Q Ar.f oha^s vj.ch other aivdlyrts? 

0 •?<=.. ;lnu vhrtc-.r r,.l;h.r lr,f'c.r.„r..t3,on I 
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May 
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ly, I ('on’t . 
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t 


Q 

Yci don't I’-r Ml,)- . 

- .-Hw i. f 
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13 1 

A 

Mo. 

V 


13 ji 
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Do 

you ro:a. ... 
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1/ j 
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or ■*' 
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^ tii’3t a chat n’oour. vhe <! 03 np£.ny. 

W.c you cs.: \ f.ten? 

A I don't roraember that, 

Qi D.1-d they you? 

A Probably not. 

Q Thon you made, the phone call, right? 

A Appei-ently I h-jvo m;^do the phone call. 

P Vere there any prn-sonal visits .to any of 
those security s.nalyntt;? 

A I don’t remeirber 

Q Ai'id at tj'.e time that you njacVi the opuver- ‘ 

nations, the phone calia to thestj analysts, did you 

telJ. t.hem tliht you vri-ro opur.! i'l;; e repoct? 

« 

; 

A I don’t venemher. Xf X did mike ptcre calla — 

It you chid nriku ].h-riu' calls? 

A 1 don’t rtmeiivv r at al!». 

*’ -/Ic.ii v.’?s t’io fir.it tlji^e you net Mr. Brodsky 
perRCUi'X.ly'. 

A reroc^p.aj.Ti; '.mc. a ■.ivuvt.hor tnnt v.£.b held.. 

■' t •'v 7 ,t th ; I'ulotort 1 Oo. fleeting that 

you v’er.0 flroiit / 


Vl^n t.J ct flirt rirat i, U;e yoi .met hli.i? * 


. - w' 3 • 


♦ ♦ ♦ 
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0 I'i.u B,i,. annual r.ports, the 
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C tr 
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;irov.n.- 9I;, 

•Juat p. c'‘.at '7'o>yu!. -ht corr.ptny. 

Q D.tc you \ i.'.en? 

I don't i''pri>e.mlr.er r hs*: . 

Q D.I. 15 . tViey cp.;..i yoK? 

Frohpbly not. 

Q Then you mnclc tht* phone right? 

Appai'enti.v I tt'-sv havo mrdo ths phon-s oail. 

0 V5i*( 5 thei-e ;rny poi*;5op.a.:! virits .to any of 

those- o^jcui'ity p.na.'i.yr.ttvr 


A 


p. 

X con’ 

't rc.iDerber v-X.at. 



0 

And at fc};e time that 

yon :ur'v!; the oonver- ' 

sationfi, tho phone c .T.Ls to •jhonr. 

analysts, did you 

telJ. 

thop. thar yoi.. v'i.;ro y/op^rirn; e repoet? 

A 

X doii' 

t rt j;ieir.-hv>r I. 1 ' " dii" 

mike p'-cre cal la — 



i't‘ yoi li.'d r:r;l".; ph'-ntj 

■ calls? 

r. 

.1 

■; don- 

t '’cnieK-p-r 'dv a j. !.•. 



4 ♦ 

V/l c ri VPS t' r; fxVtit 'Ct. 

n-e ,^ou r.et Mr. Brodaky 

pern ;• 

)*p3XyV 



A 

'■'pr-~(.n 

'•'Jl ! ? It -./r\G n liioot.i. 

'It' that v:c.ii held. 


Cl 

’C:.;: t' Ot th f dnloton 

A ’ 0 . ’le-ptlng that 

ycu • 

''X 

k<r;, it.' 


A 

. 
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N5.m£>-. frr,, & Co. mee^-l.nK 

up I’ntl ! 

i' Todr'y? 

‘5 uriC.U nodft.r. 

PiTe--rtj:r-'vugcc' .Tepi-lns? 
r Yrtrt. 

j- i.:ou.lo sc’Hf (-.ijncs dcor oy riMs office. 

C 1 ".ee. ./hen wcib + he Tirat ti.ae you dropped 
ty cf.fire? 

of-f t .’>2 i'ecoi’cl.) 

KjC" \if V f'.e fjj'pt ci.i'is ?he dat-e? 
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a3!c.Jr.c; nrri J.l: mor-? th^.n times? 

A .. can’t eve-i give you estimate. 

Q Was It more than ten tl«ies? 

A J. e:>n’t give you mi estimate. 

^ V^as it less than ten times? 

.1 sale? I can’t even give you an estimate, 

Mr, ?eltcri, because I doi.’t know. 

Q V/ore there any times that you dropped 

up -CO his orrice :.cl'or'i the May 17, 1971 report? 

A ^ . 

Q And wlien you dropped up to see him at his 
office v.’as this ivring office hours? 

A Vec, 

'I And Then you dropped up to see, him before 

‘ia, . .Ip7.' oi oj.s office, did you discuss 31 Co. 

vfltb .dm? 

A Yes. 

And did ri-. Mlesan tell you facts about 

31 Co.? 

A icb'.ir;;; chat 1 alrssr/.;y didn’t know. 

Ci What c iA you discus ? the first time you 
droT,u-'u o/^ .'.t; liif ofrioe? 

/■ h 'OvuIt '.y the vtavo af the Ms.::*ivet. 

-i Were on i.^vescof' Jo cho market then? 


U 


i* 

ll 





c>cow>2 
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A'l 


A Was I inveetlng In the market? 

rw. WILLIS; He was a security analyst. 

Q Were you investing in the market per¬ 
sonally? 

A At what specific point? 

Q When you say you discussed the market with 
him, had you had any stocks that you owned at that 
time? 

A I might have. 

Q Did you? 

A I don't remember. 

Q Did you ever own 31 Co. stock? 

A Oh, yes. 

1 

^ When did you first buy it? 

A It, v/ao, I think, a week to ten days after my 

report came out. 

Q .September 2^, 1970 x’eport? The September 24, 
1970 report? 

A No. 

Q t'.'hen was the first time you bought 

31 Co. stock? 

A I cim tsl?.lng you, E think it was — I am 3 oi*ry. 

I d..(.n't make tlie distinction, the second report. 

Q The second report? 








A 


Ves, 
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« '^he nrst tt.. 
was Jn May of 1971 ? 


I lon-t taow Whether It wee May. gut 
It was after that report was out. 

9 Whom do you trade with, sir? 

A Who no I trade with? 

5 Who v/as your b.-^oker? 
was ray broker? 

9 Who was your broker at the time? 

^ Tt was Walston. 

9 And who was your broker. Mr. Nls.an? 

Uo. 

\ 

Who was your broker? 

^ I don’t remember r.?ho It. was. 

9 You don't remombei: who your registered 
I’erresont.ativo was? 


^ no. 


. - How long had you had an account 

Walctor ft Co.? 


at 


years, maybe. 

« What years, from when to when? 

' remember. i had it a while. 

? Old you have an accourit with Walston 
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Brovmstffin 


In 19707 


Yes. 


Q And you had an account In 1971 with 


Walston & Co.? 


Yes. 


Q Did you have aji account In 1972 with 


Walston & Co.? 


Yes. 


Q Do you have an account with Walston & 

Co. ro\/? 

A Yes. 

Q In 1970 did you have an account vrith any 
other brokerage firm other than Walston & Co.? 

t 

A I might have. 

Q With whom? 

A I don't remember who ±t vras. 


£;uro. 


Will you eeni'ch your records? 


And tell me v;hoever you had an account 


with. 


Sure. 


Sure. 


Prow 1967 to date? 


Are you married, sir? 


* it it 


11 
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(Time: 2:00 P.M.) 

^ ^ B R 0 W N S T E I N, having 

been previously duly sworn, resumed the stand 
and testified further as follows: 

\ 

EXAM I MAT ION (Confd.) 

BY MU. (••.•ITOM: 

Q During the tlaos that you visited Walston 8 

Co. and :>poko to Mr. Nissan ir early 1971 did you at any 
time wln.'.c you were there s€;o your own registered repre¬ 
sentative whose naiae you don't, recall at this time? 

A .1 (ion't ver.i3nbor. ' 

Q 'v'licn you v;ent up to see Mr. Nissan I beliete 

you saio it v/as '■.luring O'fiice lioiirs? 

A Ui’ht. Yes. 

0 Did you ever sea Mr. Nissan outside of the 

office in early 1971 before tin-- r.-^port of May 17,'71? 

A ■ I-volubly. 

Q .lid you see him? 

A I jaifhe h.ivs m*t him at a meeting or i might 
hr.ve met ! im ov. thr street uad maybe pot a lift -uptown, 
ile drovn you uptov.'n? 

A U. 
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Brownstfcin 


With his car? 


Y'is. 


Q inhere did you meet him to get iii his car, at 

I 

his place of business or nearby? 


Yes. 


Uid he bring you uptovm quite a bit? 


liut enough to remember, correct?. 


bid you ever vi-jxt with him at his home? 


bid you ha-rc liim come to your home 


for a visit? 


^ bid you over have coffee with him, or any 

type of rs,:'re.si!mcnt from early iS7.T? 


A Mo. 


with hirT 


bid you. over go out tr a restaurant or a bar 


22 ! 


24 I 


I r-jmer.bft w*. 


'/ou don't i*emejiber? 


it. ua\e boon? 


I (loi't remoc'.l'er, xe-ell/. 


★ A « 


V 
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Urown.'itein 


coirectriiss of as to the tiiasaction. 


Yes. 


Now, do you consider that the description 


of the transaction in the report of May 17, '71 is the same 
as the description o- the trai,taction on the original 
report of September 24, 197G? 

MR. WILLIS: I object to the form, 

9 

iVI. it is said ir each of them speaks for them¬ 
selves. ::s you have said previously. 

MR. FELTON: What's in each of them is 
Mr. Brbwistein’s report. And I am asking Mr. 
Brownstcin now to compare thorn and see if they 
materialJ.y tiie same, 

I 

(W.'.tnesr; examini/ig docuinents.) 


Q ')i;Cf Great? 

A '‘’U'jy ara diff.arent. 

I 

Q What's nifferenc about thorn? 

A We-J, i see 2.t miJlion, that's $200,000 per year 
’ 

! until 2.6 .iiiilinn is rcachec , it is just a distinction 
- that’s rot made, hero. 

about tlie right to begin repurchasing 
sharas, .s tl at ;n. iue or '.ginal report? • 

A i'i.rod •■•rices. 
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Q Is that in tho orip.inal report? 

A \’o. 

Q What do you moan by that sentence, "the 
company's right to begin repurchasing"? Are you suggesting 
that 3i had the right to repurchase at fixed prices? 

A Yes. 

Q When you made your note on B-39 about 46,000 

shares, ajid $300,000, and cash bracketed $lS.a share, didn't 
you re£.ii 2 :e at that point that that was not the same as 
what w£.:: tn your report of September 24, 19707 
A I don’t remember. 


0 Would you read September 24, 1970 and then read 

your notes on B-39, please, and compare them. 

A September 24, 1970, number one,"Excerpta Medica - 
proificios 3i with most sophisticated and extensive source 
of blonedical information in the world. In 1969 Excerpta 
gave 3.x on exclusive licensing agreement for IS years 
in return for 46,666 shares of 3i stock then valued at 
ono mx.Llion dollars." 


0 At that point 46,666 shares then valued at 

ono mi .117 on dollars, tho statement given to you by Mr, 
Brodsky, but now you have a not; in your files, as part 
of youT work sheet for May 17, 1971, where there is* 
46,000 '••hares plus $300,000 in cash. Didn’t that start 
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ti.e whcQls tur:,i„g f„r farther invostljatioi. 

of this natter, sir? 

A I don't remember. 

Q Did you ever do investigation when you 

saw the note was entirely different in your original 
report of September 24, 1970? 

A Mo. 

X would like you to refer you tb notes to 

consolidated fiiancial statement, the annual report, 3-26, 

sir, ar<l ask you to road the paragraph beginning "September 
1969." 

A -nonlii I read it out loud, the whole paragraph? 

0 Yes. 

X 

A ' jti Sc;v.:e;i!ter l 969 tiio tounai^y entered.into an 
sgioerM't, subsoquontly amended in June 1970, with 
Excerit.. Med-ct foundation, a foreign non-profit corpora¬ 
tion, for the excJMsive right v/.ithin the United States 
to niarhit into-r.-ufJou se^vioes from Uxcerptu's data bank 
c.nd >-.rn!edicaJ luformatio i. rho (-.'^'nsideraticn for this 
right j.s .1 riiiUoa dollar, including 46,666 shares of 
Cl.is:, i. co.nnn r.tocJ' i.SMjcd in Oc.-.cber 1969 which the 
comp.' '.: can he coqnirid to nurchr.so at jis per share" -- 
ftoy at tha* moner. :, is that wha^ you 

ino?n on P.^!^ ••'.V ,npo shares at $iS a share 
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A X don't know. 

Q All right, continue to read. 

A "$15 per share in October 1971, and 30,000 shares 
of Class A cormon stock to be issued on December 1st, 1970 
which the company can be required to purchase ^t $S per 

I share in July 1971." 

I 

Q Is that the end of the sentence? 

A Yes. 

Q Now, where does the 30,000 shares come from? 

MR. KUNBN: In connection with what? 

MR. FELTON: In connection with the one 
million dollars valiu-tion for the data bank license. 
MR. V/Ij.LIS: This is not hie financial 

t 

statenont. 

MR. FELTON; I iim asking him if he knows 
anything about 30,000 ifliares. 

MR. WILLIS: If you are asking him whether 
h'i knows -- 
A No. 

Q You don't know anything about it at all? 

A No. 

*'! I heliive when you were reeding through the 

pages of R-27 througlx H-40, you said the information was 
similar to the information given to you by Mr. Brodsky? 
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And sone of the inforaation by Mr. Nissan? 


I believe so. 


Do you know which is xfhich? 


Q You have no dates then when Mr. Brodsky 

gave you the information except the one page where you 
have a date. April 20?. 

A April '71. 

Q Do you have ary dates when Mr. Nissan gave 

you the information that you had on these papers? 

A Specifically, no. 

0 Die you consider the Excerpta Medica data 

bank license as' an important asset to 3i? 


Yc.s. 


YiS. 


You did? 


Yet yo-i didn't read the notes to the 


consoliitzted statement in 1970 regarding them? 

Ml*. KM ^EN: He already testified as 


to that. 


4 

I lioli»>ve you r.iontioned the name Peter 


2a 


Warren. You knew him? 


★ * * 
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A I don't, know what you mean. 

MR. WILLIS: You are asking him an accounting 
question. 

A I don't know what you mean by qualified. 

Q What do you consider the words in the 

report, "In ov’r opinion, subject to the realization of 
carrying value of data bank licenses..." means? 

MR. WILLIS: I object to the form of 
the question. 

0 Khat is your understanding of that, or do 

you have an opinion? 


I have no opinion. 


. Q 


No opinion? 


C* The next sentence on Page 5 of your -report 

of May 17, '71 says, "The one million dollars paid for 
this apreemeiit" -- that's the Excerpta Medica agreement »■ 
"will b.} vrittcn of/' over a ^0-year period." 


.R:'.£ht. 


^ V/itli the exception of that one reference to 

it ill your note* which was informaticn given to you by 
Mr. Brcd.jky or Mr. Nissan, ir. there any verification of 
the seatenicu •. that you ha‘'o in your records? ' 


0 
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(A brief recess was taken and 
the deposition resumed.) 

BY f-Ul. FELTON: 

0 During the time that you had your conversation 

with Mr.Nissan prior to May 17, 1971, did you at any 
time inform him of the fact that you were preparing 
a report on 3i Co.? 

A " might have. 

Q Vfheu might you have done it, what time of 

the year of *71? 

A .t wouldn’t Jciow, woi'.lcln't rerficmber that. 

0 . V/ould it be before March of '71? 

A I couldn’t give you a date because I don't remember. 

t 

0 Did you infovm Mr. Brodsky as well that you 

'll 

were preparing a report prior to May 17, -71? 

A yvgain, J riigiit ha^'^e. But T. don't remember the * 

date. 

0 ^'ov/. in ycur report of May 17, '71 -- strike 

that. Oise did you inforr outside of 3i Co. that 

t 

you ^eru prepavijig a repo: t in May '71? Strike that 
qiieotioii. 

'.?I'o olse imt;:i((e of Mr. Nissan and Mr. Brodsky 
and inoMteis of your Marine Midianr. B»nk family did* you 
inf nr... t)iat you v«re preparing '..report prior to the 


★ ♦ ★ 
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MR. WILLIS: I object. He said he 
doesn't remember. 

A I don’t remember. 

0 Do you know Mr. Martin Falk? 

A At one time. 

Q When did you first meet him? 

A I believe he was the institutional rep for the 
Marine Midland bank for some brokerage house. 

0 When did you first meet him? 

A I don't remember. 

0 Prior to Hay 17, 1971? 

A Yt might have been. 

Q Did he v/ork for Goldman Sachs 4 Co.? 

t 

A y. think so. 

Q When you say "institution rep" for Marine"* 

Midland Bank, v;hat does that mean? 

A l/ell, from the bank's point of view. He represented 
Goldt-ian Sachs on the buy and sell side for all of the banks, 
and ho did business, I presume, with all of the banks 

I 

es agr,;:n representing Goldman Sachs. 

0 Do you recall the first time, you met him? 

A j!o, I don’t. 

t 

Q Did you ever discu.ss 3i with him? * 

A ?; don’t remember. 







0 
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A hio. 

0 Sir, did you give Mr. Falk a copy of the 

May 17, '71 report? 

A I don't remember. 

0 You might have? 

A I don’t remember. 

MR. WILLIS: Objection. He said ha 
didn't remember. 

0 Did you ever meet Mr. Falk at the beach, 

Atlantic Beach, during the sumraer of 1971? 

A i. may have. 

Q Did you discuss 3i with him then? 

t 

A I don’t remember. 

0 At the time you met Mr. Falk had you already 

purciK'.sed 3i scock? 

A Myself? 

0 Yes. 

A Again, I don't remember. 

■v By the way, how much time was it really 

that you actually took to prepare the report? In other 
words, when you bac’ dec"ded on the report, how long a time 
had you .tforkecl on it before yon had the rough fintfl copy? 

A couple of mouths? 


★ ★ ★ 
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0 Did you follow the stock after the report 

of May 17, '71 to date? 

A To now? 

Q Yes. 

A 1 followed the stock then. 

0 Mr. Winn informed me that 3i Co. wrote a 

letter of repudiation of your report; did you receive that 
letter? 

MR. WILLIS: I object to the form of the 
question. If you have a letter you want to ask 
him about, ask him but don't testify. 

0 Did you receive any letter from the 31 Co. 

as to your report? 

A Yes. 

Q rnon? "" 

A ] think it v/as sometime An --the actual receipt 
of that was in either June or July of that year. 

0 Do you have a copy of that? 

MR. IVILLIS: Wo have produced it this . 

morning. 

A I'.; was in my fils. Show me my file. 

C Surely. ' 

ewitness examining document.) 

MR. WILLIS: I have the letter I think 
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you are referring to, Mr. Felton, it is <Utad 
June 23, 1971. 

MR, FELTON: Mark this as Plaintiff's 
Exhibit C for identification. 

(Letter dated June 23, 1971 to Mr. Joel 
Brown.stein marked Plaintiff's Exhibit C for 
identification, this date.) 

0 Did you ever reply to this letter? 

A Yes. 

Q Do you have a copy of your reply? 

A Well, it vras a verbal reply. 

Q Wliat did you say? 

A Well, I -- 

I 

Q Withdrawn. Did you keep any notes of your 

verbal ::eply? 

A No. 

Q What do you recall of what your reply was 

to the Letter? 

A Jnr.t I v'as sttmncd by the letter. I tried to reach 
Mr. Brodsky for three weeks, maybe a month after. He 
did not return my phone call. When he finally did It was 
a long flistmr.e call. I .’emcinber he was in California. 
,\iAd I was, you know, upstt about that letter. I sAid, 
"Well, 'vl.ut about the letter?" 


He said, well, the 
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attorneys suggested that he do that, but to forgat 
about it, don’t show it to anybody and throw it away. 

0 When you got the letter did you call hia 
the ssjne day that you received it? 

A I most certainly did. 

Q When you weren’t able to get — witi^awn. 

Did you speak to anyone on the inveatnent 
policy committee about the letter? Strike that, : 

Who did you speak to on the investnent policy 
coBunittee about the letter? 

MR. WILLIS: He hasn't testified he 

talked to anybody. 

Q Did you speak to anybody on the investment 
policy committee about the letter? 

A At the time that I received it? No, 

Q Did you speak to anybody in Marine Midland 

Bank about the letter? 

A I don't remember. 

Q When i;:* the first time you spoke to anybody, 

if at all, in the Marine Midland Bank about the letter? 

MR. V.'ILLIS: He said he didn't remember. 

% 

MR. FELTON: I said anyone at any time. ' 

A I don’t remember. ' 

0 Did you ever speak to anybody at all about 
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A 


A 


I 

Q 

1 

0 


am sure I did but I don't x'emeiaber when. 

When is the first time you spoke to anyone? 
said I don't reiueniber. 

Was it before o'- after you spoke to Mr. 


Brodsky? 

A Again, I don’t remember when. 

Q Did you ever speak to Mr. Nissan about this 

letter? 


A I don’t remember. 

Q ’.Hhon I say "ever," I mean from the time 

you received it to today, did you ever speak to Mr. Nissan 
about it? 

t 

A I don't remember. 

0 Did you ever write another report on this 

stock after you received the letter? 

A You have it, yes. 

0 After you received this letter did you over 

write another report on the stock? 

A No, not 8 report. 


MR. 1711,1.15: All right. 

V 

Q Ivliere was this contained, this letter; is' 

this parr of your personal f.ilr.s or is it part of the 
record:; of the company. Marine Midland Bonks? 


28 
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A It is a letter that, you know, I showed soaebody 

■ -v** ■ 

at some point, so it was -- 

MR. WILLIS: We haven't made s big 
distinction whether these are from his filss. 
or the bank's files, they are not all thht’ 

• I * *• 

different and these were in the files. ' 


They are in the same place? 


Yes. 


(A brief recess was taken and the 
deposition resumed.) •' 

MR. WILLIS: Let the record indicate, 
that I have possession for the moment of • 
Plaintiff's Exhibits A, B and C. 


. . i> 'A. ^ 
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yesterday. I will be glad to put It In th« record. 

I am sure I will be getting a aummone a half hour 

) 

from now, after the meter expires. I dldn^t want 
to spend the time looking for a garage. 

MR. WILLIS: I don't think a law rlolator. 

Is a good representative for a class representative 
MR. FELTON; I am not a law violator. I pap 
iry summonses promptly. If you oonsld&r a person 
v.llllng to accept a summons for puirposes of 
speeding along an exam Is a law violator, I don't , 
think we understand each other. 


MR. WILLIS: Move along. 

f'!R. FELTON: I vfould like to move along and 
ask where Is Exhibit C, Plaintiff's Exhibit C. ^ 
MR. WILLIS: All the exhibits a.re In the 
1 older. Exhibit C v/as the last one marked. I 


would sr revest It would 


MR. FELTON: Thenk you 


BY MR. FELTON 


Q I believe you told us yesterday that when 
you received this letter you were stunned. 


'i I also believe you said that you would try 
to get a hold of Mr. Brodsky and were unable to reach 
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him for throe or four weeks • 

* • 

' 

A That Is rl^t. 

Q I believe you also said for the third or 
foux*th week ,pei*lod of time you had not dlsoussod this * 
with the other enyjloyees at the bank. 

• ^ V 

A TJiat Is right. 

. V" 

Q I think you also said during the tbroo or 
four-week period you had discussed this with Mr. Nissan. 

MR. WILLIS: I object to that. You didn't 
ask him that and I don't recall the answer» 

Q Let me ask you this. Did you speak to 
Mr. riin.jan in this three or four-week period? 


Yes. 


IVhat did you say to Mr. Nissan and what dl^ 


he.8ay to you? 

A About what? 


Q About the letter. 

I don’t remember whether I discussed that with 


him or not. 


But you remember speaking to him In the 


three or four-week period? 


Yof. 


1 

Do you recall the first conversation you had 


with Mr. Brodsky? 
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~ 1 


A Yes, 
letter? 


The flret conversation In refepenee to that 


^ Yes. 

A Yes. 

« ‘he way. how did he reeelv, the. report.' 

your report? 

f * 

A I don't know. 

* 

3 Did you send It to him? . . ' 

A 1 don't remember whether I did or hot. 

<3 You have been answering a lot of qwatlona 
that you don't remember, as you did yesterday, and you 
-nawer-d It this way to this particular point. 1 don't 
remember but I refer you to this letter In which he 
addressed the letter to you. Mr. Joel Brownsteln, ' 

Dear Joel.' and the beginning of the first paragraph: 

"I received the report which you have 
prepared on the prospects of the 3 I Co." 

V/hen you spoke to him did you ask him where 
he.fjot the report? 

A That I don't remember. 

I* 

? You don't remember? Did'he tell you where, , ' ' 
he got the report? 

‘ f ' 

I don't remember that either. ' 

^ Head It further. * e * 
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* * * we can follow it. 

MR. PSLTON: I am referring to Exhibit C, 
the letter I have before me, the letter from 
Mr. Brodsky to Mr. Brownsteln. 

A I am going to answer that question now. 

Q • Was it circulated within the bank. 

A Yes, it was. 

Q How was it circulated within the bank? 

A The reports are printed up and distributed to 
the account managers, ’’ 

Q Where are they printed up? 

A I don't know. 

* » ^ 

Q • Those account ipanagers are In the various 
units of the bank? 

V 

A . ; 

Q In the various unit subsidiaries? 

Raad.1.ng further from Exhibit C; 

I see that the report contains eaimlngs 
projections and other reported financial infowjatlon 
v;hlch la In error." 

iK-hat did you say to him about that particular 
sentence? • '' ' 

A J questioned him about why he made a statement 
like iihLt. If he said that, you know, the Information 
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contained In the report generally waa — there were no 

( 

problems with it, and I told him that. 

Q What ? 

MR. WILLIS: Let him finish his answer* 

Mr. Pelton. 

A There were no problems with the Information but 
those were my own projections based on the conversations 
that I had with him and based on what I Icnew of the 
company and what I had read. 

This of course, the main point of contention. 

C Did you question the figures‘that he gave 
you in your conversation with him? 

A Did I questicn the figures that he gave me? 

Q Yes. • • 

A he didn't give me any figures over the telephone 
at this particular point. He v/as Just saying that 
the financial information, you know, he questioned m,/ 
projections. 


Yes. 


Just your projections? 


And everything else he agreed with? 


A Yes. There v'as no contention about anything ^Ise. 

0 Just the earnings projections. All Aght. 
Did you discuss the source that'you used, the material. 





•4 




■■ 


Vr * i.' . 


With him In the phone conversation? 
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"'A . 


j. -t.U 


I don't remember whether we discussed tha.1^>;at 
Q Did you discuss Mr. Nissan In that j^one ' 


/.call In any way? 


I don't remember that. 

Q You don't remember that either? 



Q How long a conversation was it?* 

• * 

A It wr.s a long conversation but, again, to be 
specific, I can't — I don't know, I don't remember, 
you know, the length of time. I Just remember It wm 
a long conversation that I had with him. 

Q Did you ever spaak to Mr. Brodsky again? 

A After that conversation? • • ^ 

Q Yes. ‘ ■ 

A I believe so. but to be specific, I couldn't give 
you a rate. I believe I did speak to him once more. 

C: One more time? 

A^ One morf time. 

Q Ey telephone? 

A Ey telephone. ^ .. /* 

0 By the way, this conversation you had with 

4 

Mr. Brodsky, the one that you Just told us about, 

after .you racclved this letter, was this the next 

♦ ★ ♦ 
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MR. WILLIS: The answer was with respaot 
to ths dates he purchased and the dates ha sold 
he said he doesn't remember. I am trying to 

cooperate by saying we will endpavor to give you 
the exact dates. 


Q Did you know when you were speaking to 
Mr. Brodsky at any time prior to May 17 , 1971 that 
Mr. Broclsk;/ was the major stockholder In 31 Co ,7 
A I think so, yes. 

Q He was also the^ president of the co 8 g)anyT 
A President of the company. 


Aid also the board of directors? 


7c 3 . 


Q Did you know, being a major stockholder, 
how many shares Mr. Brodsky owned? 

A Specifically I don't think so. I don't know. 

I didn't know the total amount. I know he had a big 
chunk of stock. 

Q Right. And did you also know that there' 
were about a million and a half shares of coramon s^ock 
and about half of them were closely held, half of those 


* * * 








477a 

Brownateln 209 

* ♦ ♦ he got Exhibit C? 

Q After you got Exhibit C waa the first time 
you spoke to somebody In the bank about this letter, 
right? 

MR. WILLIS: I object. You have not asked 
him whether he talked to anybody else In the bank 
about the letter. * 

MR. FELTON: All right. 

0 You have already testified up to the time 
you spoke to Mr. Brodsky you did not speak to anybody 
In the bank about the letter, correct? 

A That is correct. 

Q Did you ever speak to anybody In the bank 
about this letter? 

A Yes. 

0 Whom did you spea’c to? 

A I believe it wais my boss. 

Q Mr. Messner? 

A Ho, Mr: Poes, 

C,” Ml'. Foac? What la hlc first name, again? 

’. . A . - Richard. 

Q Richard. And when you spoke to him about 

0 

the letter, did you show him the letter? ^ 

A Yes. 
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Q Do you recall how long after you spoke to 
Mr. Brodsky you spoke to Mr. Poss about the letter and 
showed him the letter? 

A It was a couple of months. 

Q Later? 

A Yes. 

Q Some time In September? The letter Is 

dated June 23 and I believe you said you spoke to 

Mr. Brodsky ~ 

A A’jproxlmately a month. 

Q In September? 

A Wo, no. I spoke to him — 

Q Approximately a month. That would be some 

t?.me in the middle of July, July 23* and yoi^ say a 

couple of months after, some time after September 20? 

» 

A Wo., it might have been £n October. 

Q In October? 

A Ygo . 

Q And that Is October of 1971? 

A That la correct. 

Q And when you spoke to Mr. Pose In October, 
of 1971 what was the price of 31? 

A I don’t know. * 

Q You don't remember? ★ ★ ★ 




Bj^ownatein 


^79a 
213 

A I Just told you I would only bo suoaslng* Yqu 
can probably get that from The Wall Street Journal. 

Q I Just want your recall, sir. Pron'the 
time you spoke to Mr. Brodsky to the time you spoke to 
Mr. Pose, do you know If the *>tock — let *8 say the tine 

you spoke to Mr. Brodsky and the time you first spoke to 

Mr. Fobs, do you know If the price of the 31 stock went 

up, went down or stayed reasonably at the sdroe. price? 

A I think it went down. It was down. I remember, 

I think it was in October. It was down after they 
reported their results. 

Q So v^hen you spoke to Mr. Poss It was after 
31 reported its results? , 

A Right. 

% 

Q What did you say to Mr. Poss when you first 
spoke to him in October? 

A I told him what the situation was. 

Q What did you tell him? 

A _ I told hire about, you know, the company z*epoz^ed 
results that v*ere not in line with my projection and 
that — I showed him the letter. I^really didn’t know 
at the time what we it wrong because Mr. Brodsky was 

i 

unavailable and that was it. ’ 

Q And what did Mr. Poss tell you? 
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A I don't remember what his reply was. 

Q The gist of It. 

A Jt was just a discussion of It, you know tbo 
company, and that Is about all that I can recall. 

Q How long a conve’^satlon did you have with 
Mr. Fobs? 

A It was not a long one but I would only be guessing 
if I gave you the time frame. 

Q During this conversation did he say to you 
to continue to follow 31 Co.? 

t 

A I don’t think that was discussed. I was following 
It at the time. 

Q You mentioned yesterday that you were 

followirg approximately 20 to 40 con 9 )anie 8 .. After you 
spoke ^:o Mr. Foss did you continue to follow 31 Co. as 
one of the companies that you* were following? 

A J! continued for a while and then another fellow 
In our organization took over the supervision of the — 

Q Of 31? 

A 31. 

Q When d.ld you tui‘n over the jOb of following 
31 to this other follow? 

A T don’t remember that. • ^ 


Q 


Was it in 1971? 


















481a 


Brownstein 


few quastlons and anawera. 
(Record read.) 

Q Did you find the z*eportT 
Thla la the 1971 annual report? 
Q * The annual z^ort. 


Tea. 


year 1971? 


VThat were the eaminga per ahare for the 


A There was an operating loaa of 35 oenta. 

Q How do you con^are that to your projection 
for a 40 cent profit for the year? 

MR. WILLIS: This la juat arguing, 

Mr, Felton. Juat ask for facts and move on* 

Q I would like to aak you this. Your repoz*t 
la dated May 17, 1971? 


Yea. 


Yes. 


And thla was a fiscal year ended June 30, 1971? 


• Q So thla report was six weeks before the end ' 
of the fiscal year. Is that correct? 

A Approximately. 

• r 

Q According to your report. Is It correct ^ 
that this was the first year of. anticipated profitability 


by you? 


★ ♦ ★ 


















Q 


Brownateln 


482a 

258 


Did you ever recoiBmen4 the sale If 3 IT 
When I say that, I mean 31 Co. stock? 

A No. 

Q Did you ever ride home with Mr. Nissan 
after the May 17 , 1971 repoz^ tc late? 

A No. 

Q Did you ever see Mr. Nissan personally at 
any time after the May 17 , 1971 report to date?' 

A Yes. 

Q How many times did you see him after May 17 , 

1971? 

» 

A I don’t know. 

Q • A number of times? , ' 

A I don't know how many times. 

Q Hov; many times did you see aim the first 
month after May 17 , 1971 ? 

A I don't know. 

Q Did you see him between May 17, 1971 and 

June 23 , 1971 ? 

A I don't remember. I rnlglit have. 

Q Did you see him between June 23, 1971 and 
October 23, 1971? 

A I might have, yes. 

Q During that time you wei?e talking to him 

♦ * ★ 
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Q 1 snow you bulletins that coma along. 

I Just noticed there Is another bulletin dated June 6, 
1971. Before I renew my question I would like that 
marked for Identification. 

(The above referred to bulletin was marked 
Plaintiff»o Exhibit K for Identification as of 
this date.) 

' • 

Q Now referring to Plaintiff's Exhibit K, 
June 8, 1971 , this la a bulletin of 31 Co./Infor- 
matlon Interscience Inc. l would like to read It for 
the record and I ask you If this Is your statement. 

MR. WILLIS I Off the record. 

I 

(Discussion off the record.) 

Q This particular bulletin rsfers to the 
agreement In principle to acquire stock. Information 
Company of America, Is that cox*rect? 

A Yes. 

Q In thils bulletin you said, "Since we' 

» 

last re^commended 3 I on May 17, 1971. the stock has 
.risen dramatically in anticipation of a good third 
” Is that your statement? 

A Yes. } 

Q Did you further say, "We have not changed 
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our opinion" and without flnlahlng that ..ntenoa, 
to go to the next. "However we strongly urge that 
all remaining buying intentions be flnallBed as 
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soon as posslbla.” 
A Yes. 


Q vmat did you mean by the statement you 
haven't changed your opinion as to the stock and that 
you strongly urge that all remaining buying intention. 

be finalised as soon as possible when you wrote this 
on June 8 , 1971 ? 

A Simply that the bank should finish taking their 
position. 


Q The report which Is Defendants’ Exhibit 8 

I 

was dated May 17 , 1971 , right? 

A Yes. 

Q And on June 8, 1971 you issued a bulletin 
announcing the acquisition or at least the agreement 
In principle to acquire Information Company of 
America? 

A Right, 

Q That is something subsequent, a subsequent 
event of importance to amplify the original report 
which was not on the original report because It ■ 
was newly statod Information, la that correct? 
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MR. LYON; Is that a question? 

MR. PELTON: Yes. 

Q Is that 80 ? 

A The June 8 bulletin? 

Q Yesg new information. 

A New Information. 

Q Olcay, of significance to the portfolio 

nan In the bank. 

A Of significance. 

Q Pardon? 

* Just of genaral slgnlflosnce. 

Q All right. And on August 10 your bulLtln, 

roadlng the first sentence, ”We regard the depressed 
level of 31 as an excellent buying opportunity to 
keep the portfolio nen abreast of your thinking on ' 
this particular stock," Is that correct, as of August 
10 , 1971? 

A Whatever I wrote there. 

Q And on September li|, 1971 — by the way, 
previous to June 8 was Plaintiff’s Exhibit K and 
_ the August 10 which I previously referred, to In 
questions Is Plaintiff’s Exhibit H for Identification. . 
on September 2H, ’ 71 , Plclntlff’s Exhibit I for ‘ f 
Identification, your bulletin concerned a release 
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of 31 Company, a press release of 31 Co; as to 
World Book contracts, Is that corraott 

MR. WILLIS: The document speaks for It¬ 
self. 

Q In Which you said that it Is stlU Spe¬ 
cial Sltuafclon-Buy, correct? 

A Yes. 

Q You learned of Information of In^ortance 
to the portfolio men, right, Mr. Brownsteln? 

A Yea. 

Q On October 20, 1971 there Is a bulletin 
written, you advised that among other things, that 
Oerald Brodsky has been removed as President and 

I 

that the coitpany la considering changing Its nane 
to Information Company of America and a statement 
by Mr. Brodsky, press release of tome typo or a 
letter attached, is that correct? 

A Yes. 


Q New Information since the report of 
May 17 , 1971 ? 

-A That is right. 

MR. PBLTON: I would like this marked 
for Identification. It Is a bulletin dated f 
October 22, 1971. 





















Brownstein 


487a 

I 

263 

(The Above referred to document was mvked 
Plaintiff*8 Exhibit L for Identlfioatlon at of 
this date.) 

Q It Is also from you, Mr. Brownsteln, 

In which you enclose a news release dated October 18, 
1971 from 31 Co. Is that correct? 

A •' Right. 

Q Basically bulletins covering new Infor¬ 
mation learned after the report of May 17, 1971 , 

Is that right, Mr. Brownsteln? 

A Referring to the ones you Just referred to? 

Q Yes. 

A Yes. 

t 

Q la there a bulletin covering Mr. .Brodsky's 
letter to you? 

A No. 

Q Did you ever prepare a bulletin with 
the copy of Mr. Brodsky's letter? 

A No. 

Q When you discussed Mr. Brodsky's letter 

with Mr. Foss and any other employees of Marine Mid- 
land Banks, was a bulletin prepared at axiy tine from 
that time to date concerning Mr. Brodsky's letter? * 


A 


No. 


★ ★ ★ 










i 


T 


‘ 488* 

SUPPLEMENTARY AFFIDAVIT OF ROBERT R. FELTON IN SUPPORT OF PLAINTIFF-^S 

, RULE 23 MOTION (Filed November 15,1973) 


; I' UNITED STATES DISTOICT COURT 
/ jj SOUTHERN district'*OP NEW YORK 


; ROBERT R. FELTON 


- against - 

■ WALSTON AND CO., INC. 
' et al. 


Plaintiff 


Defendants 


I STATE OF NEW YORK ) 

I ’ 

' COUNTY OF NEW YORK) 


ss. : 


73 Civ. 2200 DBR 

SUPPLEMENTARY 

affidavi t 


ROBERT R. FELTON, bFjnp duly ..orn, depc... .„d ..y,, 

I* i 

!■ I submit this suDDlem^trfTrfTr-i^j 

suppieflienrary to my moving 

affidavit in support of plaintiff* p^ie 23 motio^ 

A motion to amend Ki^^omplaint^^ join 
Edward J. Egan, Esq. as a co-plaintiff herein is before this 
Court. Mr. Egan has retained me as his attorney. 

Mr. Egan's affidavit detailing the facts and 
circumstances surrounding his claim is annexed hereto. 

1 respectfully request that Mr. Egan's affidavit be 
included in support of plaintiff-,’ Rule 23 motion. 


Sworn to before me 

this 12th day of November, 1973. 




ROBERT R. FELTON 




' V.f 




Li;rMA D, MM-rAni.Aos! 

Nut. .1 s.,. 

IN N 

Mm.Ii 3u, 
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CLASS ACTION 

amended complaint 

Plaintiffa 

Trial By Jury ! 


73 Civ. 2200 
(DBB) . . 


; o T / - » ^UtL BRaCNSTEIN 

3 1 CO./INFC»?MATI0N interscience INC* 

! AO^"^ BRODsAy, * 

i maI”^ ELIAS, MARVIN S. RIESENBACH 
MARVIN SCHILLER,- IRVING H. SHER ’ 

J stichting excerpta medica (EXCERPTA 
jj-.MroiCA FOUNDATION), MEDISCHE REFERATAN 
* MEDICA) N.V. ,' INFONET • (EXCERPTA 

' ^LTRAC (INFONET) 

WARREN,' MAIN IJVFRENTZ AND- 

' rFP^nr^ EUGEN, S. KIM KESSLER and 
11 GERALDINE KESSLER 

I ( . 


|( — 


Defendants 


I J, -Plaintiffs, on behalf of themselves and all other pur- 

r Chasers of the securities of defendant 3 I Co. /Information Inter-' 
j science, Inc. during, the period December 10, iaio through October 
-Ji 24, 1972, for their Amended Complaint pursuant to the Order of ' 

: I Honorable Dudley Bonsai dated November 19, 1973, complainihg of 

.. I'^the defendants(^herein, upon information and belief, allege, 

I ■ - jurisdiction and VENirE 

I . . • 1. have, by use of instrumentalities'of 

- .j| ^Interstate commerce and the IHited States mails, engaged in acts, 
jj practices and courses of conduct which constitute violations of ' 











i . ‘•90a i 

Sections 10(b) and 20 of the Securities r ^ ’ 

e securities Exchange Act of I 934 

("Exchange Act"), is U S C 70 ! 

U.S.C., 78j(b) and 7et and Rule lob-s proa- ^ 

ulgated thereunder, the statu+r.»- 1 ^ 

statutory la. of the State of York and! 

principles of common law. • 

O" (•) Section 27 of the •' 
Exchange Act and (b) pondent Jurisdiction. | 

The acts and transactions complained of herein ! 

occurred in substantial oart +k o i 

pert within the Southern District of Ne. j 

York and offerings of securitioo • -i f 

securities involved herein have been aade to! 

plaintiffs and the class in +>>« • ^ c • 1 • 

Class in the said Southern District. Defendant 

1 Co./lnforaatlon Intersclence, Inc. was and still Is a P„bilclvi 

.held business corporation .1th securities traded In the over the I 

counter market by brokerage concerns, nalnly within the Southern 

j District of Ne. York. Defendant Walston and Co.. l„c. maintains 

{brokerage offices within the Southern District. Defendant. Mar- 

. ■ ine Midland Banks. Inc. and Marine Midland Bank - New York maintain 
Offices within the Southern District. T 

' ■ 

I ' '*■ controversy exceeds the sun of j 

;$10, 000 . 00 . exclusive of Interests and costs. This action 1 . not 
to conf©ir ori*?^ 4 - • 

J risdiction on this Court which it would not 
I‘otherwise have. | 

j:;; ■ 5. carried out the acts and practice. ! 

hereinafter sot forth by the use. means and Instrumentalities of | 

interstate commerce and the mails. 

* . 

CLASS ACTTO f 

I ' . *■ *bls action Individually and as! . 

j . class action pursuant to Rule 23 of the Federal Rules of Civil j ' 
.^ocedure on behalf of a Class, consisting'of those person, and i 








hi 


■ jj business orgsnlsstlons »ho purchased securities of defendant 3 

Co. ''Information Interscelnce, Inc. (hereinafter referred to as "3 j 
, I Co.") during the period December 10, igto through October 24 , ! 

1972 and eere damaged by the acts hereinafter alleged. 

Plaintiffs estimate that the Class Is in excess 
. -of .8,000 members-and that Joinder of all members Is impractical. | 
8. Plaintiffs are knomledgeable persons and plain- | 

tiffs -111 insure adequate representation of the Interests of all | 
j purchasers and holders of securities of defendant 3 I Co. Their j 
jl.Interests are coincidental -ith the Interests of all members of the 
Class and they -in fairly and adequately protect the Interests ofj 

»ll absent members of the Class. They have no Interests which are! 
j adverse to any members of the Class.. ■ 

I I ^ 

9- A Class action Is superior to any other method 

, available for fair and efficient adjudication of the controversy, 
j It -ould be Impossible to manage all possible actions or attempt j 
to Intervene Into this action all damaged class members. Plain- | 

tiff, know of no difficulty likely to be encountered in managementi 
, of this Class action. A single Class action can determine the j 
rights of all class members with a maximum of Judicial economy. | 

10 . Prosecution of separate actions by individual ' ‘ 

class members would create risk of Inconsistent or varying adju- ' 
dlcations with respect to various class members. j 

11. There are common questions of fact and law j 

I 

common to the Class. ^ 

• ^ * 

I . 1-2. The questions of law and ‘fact common to the mem-' .. 

bers of the Class predominate over any questions affecting indivi-* 

• ^ • 

' dual members. ' - : • . 
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I I 


I 


Plaintiff Robert R. Felton haa been both a pur- 
chater and a teller of common stock, Clast A, issued by defendant 

3 1 Co. and is at present a holder of 2,000 shares. Plaintiff 

|Ed«i«rd J. Bgan eas the purchaser of 200 shares of 3 I Co. common 
stock, Class A. 

14. Defendant 3 I Co./Information Intarscience, Inc, 
(hereinafter referred to as ”3 I Co.", at times herein mentioned, 

a publicly held Pennsylvania business corporation, issued securl- 
Ijtles known as common stock. Class A, which were sold to the public j 
tin the over the counter market. 

15. Defendant Walston and Co., Inc. (hereinafter re- 

4 ' 

ferred to as "Walston"), a Delaware corporation, engaaed in the 
stock brokerage business in the State of New York, at times herein 
mentioned, was a dealer and made a market in 3 I Co. common stock. 

16. Defendant James Nissan (hereinafter referred to 
as "Nissan"X a registered representative licensed to purchase and 

jsGll securities upon the exchanges and over the counter and a Vice 


President of Walston, at times herein mentioned, was a 3 I Co. 


!l 


stockholder,.a 3 I Co. creditor and a co-guarantor of 3 1 Co. bank 
loans. 

■' ’ 17. Defendant Marine Midland Banks, Inc. and Its 


subsidiaries Marine Midland Bank - Western, Marine Midland Bank - 


I! ■■ 


(New York, Marine Midland Bank - Rochester, Marine Midland Bank - 1 

I ' * 

jcentral, Marine Midland Bank - Southern, Marine Midland Bank of ' 

i • ■ i 

iSoutheastern New York, N.A., Marine Midland'B^ink - Northern, ' 

' I 

;lMarine Midland Bank - Eastern National Association, Marine Midland | 

I I 

IjBank - Chautaqua, National Association and Marine Midland Tinker * 

j 

j^National Bank (hereinafter collectively referred to as "Marine ^ 

Midland") at times herein mentioned were banks duly organized and I 

• • i 


I 


I 








r ’ 


■II 


I existing under the ^ ^ _^93a 

, ^ xne laws of New York St;»+= . 

I in 3 I Co * Mlllond traded ' 

If Co. COm'mr»n + _ . : 


(.i" 3 X CO. coo.o„ stoc. and was a 3 I Co.' creditor. 


18. 


r ' “ 


Defendant Drevfnc m- • •' 

reyfus - Marrne Midland, Inc. (SerelnJ 


inc. (here 

r referred to as "Dreyfus") at tines herein nenf d 
Dartl.t,__ .. . Mentioned, was a 


. I 




Dart^a^^. --‘^ntioned, was 

pertlally-owned Marine Midland sublsldlary enoaoed • 

.institutional account • Managing 

Dre f pension funds and profit sharing funds 

•' 3 ^ Co. common stock. 

19. 


II to as "B -^nel Orownsteln (hereinafter referred ! 

i- , -as a securities 

I analvst ■?« ■•^ixies 




analyst In Marine Midland's enol “"'■aties 

ihe course of his 


•. t 


^ course of hic 

I enploynent, Brownsteln wrote Reports on 3 i c 
! 1970 .OH .. .... a on 3 I Co. on Septenber 24, 


/ 


« 

I 


I 


I 


I 1070 - a. wi. otjpxemDer 24 

I 1970 and May 17 io 7 i .. j r. 

y X7. 1971 and Bulletins on 3 I Co on r 

I August 10 , 1971 Sent K * ’ 1971, j 

' 7, 1971 , September 24, 1971 oct b o' 

19X1 and October 22, 1971 Br • f 

971. Brownstein traded in 3 i-Co r. 
stock. " J I Co. common ! 

[ 

Defendant Gerald L. irodshy (hereinafter referri 


i 


If 

'* 4 - .. " 'j-ijoi ter referre* 

.to as "Brodski/’* 1 * • o-ierre< 

and until December 20 , 


II 


10-71 i/ecemner 20. . 

1971 was the chief 3 I Cn • ( 

' ^ ' Officer and Director r,- t 

malor BTC_ . . ®'^'^aky was the I 




maior q T r- was the I 

jor 3 I Co. stockholder and uiact er I 

!| • ■ "aa referred in SEC reports as the 

■ "parent" of 3 I Co. Brodsky periodically c i 

restricted 3 I c converted larpe blocks of 

Ij 1 Co. Common stock m i 

ock into common stock, Class A, for ' 

j| sale on the open market. ! - 


21 . 


f 

I 


I 

Defendant Maurice Brodsky (hereinafter referred 


* u. '- '--“•icij. j'0T-orro/i * 

' **Maurice’M wAe j ' 

, ) defendant Brodsky's brother and was a 3 I Co ' 


ciitj was a 3 I Co ■ 

Stockholder and warrant k ' 

-arrant holder prior to.October 13, 1971 . M.urlce' 

was aIb,.^ 4 . 1 .. __ - - 


II 


, * -."—a X.:., Maurlc 

also the president and a ma.tor stockhoider of American Micro- 

IncJustriixs ^ 

ries, Inc. On October 13, 1971 3 t r 

IV/ 1 , 3 1 Co. purchased / 

A __ __ . ' 


ii a worthless 71% interest in this 

■ *>, said corporation with 3 I Co 

. ' * 


't |jt /; 


I 

f 





common stock valued at $605,000. 




.• !" . Arthur W. Ellas, Marvin S. Elea.nbach 

■I'Marvin Schlllar ana Zrvlna H. Sher wars ottlcers. airectors ana 

shareholaars ot Xntornatlnn Conpanv ot A™erlca. I.c.A. ana mtnr- 

matlcn Corporation of Aoarlca on tune 30, iprx when 3 I Co. pur- | 

Chasea an the assets of these worthless oorporatlons with 3 I Co ! 

I conaon stoch valuea at $3,033,357. On or about Septeaber 1 , 1371,’I 

Arthur W. Ellas becaae Preslaent ana Director of 3 I Co. , Marvin ’j 

Riesenbach becaae Vice Preslaent, Treasurer ana a Director of ^ 

I.3 I Co. ana Marvin Schiller and Irving H. Sher becaae Vice Presl- ! 

‘dnets of 3 I Co. 

23. Defendants Stlchtlng Excerpta Medlca (Excerpta j 
Medlca Foundation) and Its subsidiaries, Medlsche Referatan 
I (Excerpta Medlca) M.v.. Infonet (Excerpta Medlca - Eescona) N.V. 

.nd Eltrac (Infonet) N.V. (hereinafter collectively referred to 
.s "Excerpta Medlca") at tlaes herein Utloned were Netherland 
corporations, doing business In the United States of Aaerlca. On j 
I Septeaber 19, 1939 , Excerpta Medlca agreed to sell a worthies, j 

, data banh.license to 3 I Co. for 49,600 shares of 3 I Co. restrlctid- 
j legended stock. , 


' - 24. Defendant Fred Von Eugen (hereinafter referred cj 

■to as "Von Eugen") was a business broker Involved In securing the ' 
I'aforesaid Excerpta Medlca data bank license agreeaent. 3 I Co. i 
agreed to pay Von Eugen the total sua of $300,000, of which | 

$150,000 was paid on Septeahnr 19, 1969.with $150,000 balance to ' 
jl be paid Von Eugen on April 27. 1970. 3 I Co. never paid this bal-j 
I ance to Von Eugen prior to the end of its fiscal year ended June ! 


I| 30, 1970. 







I 25. Defendant Peter Warren (hereinafter referred ft’'* 

I as -Warren") at times herein mentioned was an employee and a Dlrec-j 


, tor of Excerpta Medlca, and was designated as Excerpta Medlca-s ' I 
, attorney-in-fact and agent under the aforesaid agreement of Septem-| 
^er 19, 1969. Warren was elected a Director of 3 I Co. j 

■-afrentr and Co. (hereinafter re-' 

ferred to as ”I.afrents") at times herein mentioned was a partner- I 
^ ship engaged In the practice of public accounting. ! 

■ 27. Defendants S. Kim Kessler and Geraldine Kessler j 

. (hereinafter together referred to as "Kessler")'owned a substantialj 
% Interest In Scientific Literature Consultants, Inc. which by agree-j 
■ ment was merged into Scientific Literature Corporation, a subsl- j, 
diary of 3 I Co. The Kesslers weire employed to manage this 3 I Co. ! 
|Subsidlary. On November 2, 1970, 3 I'co. amended this agreement . j 
thereby releasing 3 1 Co. shares held in escrow and issuing addition¬ 
al 3 1 Co. shares to Scientific Literature Consultants, Inc. stock-! 
holders. i 


COUNT I { 

• . . I 

• - (Against defend.ints 3 I Co. , Brodsky, Ex- : 

cerpta Medica, Warren, Von Eugen, Kessler. ! 

Elias, Riesenbach, Schiller, Sher ^ 

. Brownstein, Nissan, Marine Midland, Dreyfus - 

>• ' ■ and Walston) ^ 

at* • ' I 

. ; aforesaid defendants in a common scheme I 

and a common course of fraudulent action to wilfully, directly and j 
■ jindirectly, defraud and deceive plaintiffs and the Class by causingj 
jereating and permitting material representations that they knew j 

or should have known were untrue, false, deceptive and inflated • 

‘ ' ’ ■ j 

and misleading statements with omissions of material facts, to pre-! 

sent a false and inflated present and future financial picture i 
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3 I Co. and a false and misleading picture of 3 I Co. as an ex-' 
pending company making major viable acquisitions, to the Investing! 
public, including plaintiffs and the Class, for the sole purpose ! 
of artificially substantially inflating the market price and i 

causing public demand for otherwise worthless 3 I Co. common stock,' 
end to enable these defendants to sell and dispose of their 3 I Co. 
stock at fraudulently Inflated prices, did cctspire and scheme In ! 
the following common course of fraudulent action: j 

t 

(a) Defendants 3 I Co. and Brodsky conspired 


,1 and schemed with defendants Excerpta Medlca, Warren and Von Eugen I 
to materially enhance the financial statements of 3 I Co. by the 
use of a worthless data bank license deceptively stated as an ass., 
jj equivalent to 62% of the entire 3 I .Co. balance sheet assets. 

I These defendants conspired and schemed to deceptively utilize In- 
i Hated restricted stock overstated as $1,000,000 as the cost of 
j this license. Although defendants' agreements provided for repur- 
, chase of this stock by 3 I Co. at stated prices and stat«5 dates. 

I no repurchases were ever made and defendants Excerpta Medlca and 
I Von Eugen never sued to require repurchasing. The real intent of 
I these defendants was evidenced in the 1072 3 I Co. 10 K report 
filed with the Securities and Exchange Commission wherein this 
Stock was characterized as terminated stock rights. 

(b) Defendants 3 I Co. and Brodsky con- j 
spired and schemed with defendant Von Eugen to materially understate 
current liabilities by $150,000 on the 3 I Co. balance sheet for j 

.ft . , ' 

fiscal year 1970. " j 

(c) Defendants 3 I Co. and Brodsky conspired 
and schemed with defendants Kessler to Improperly amend their agr.*- 
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mant so as to release 12,800 3 I Co. shares out of escrow and to | 

I Issue an additional 44,800 3 I Co. shares to Scientific Literature ; 

* 

• •• 

Consultants shareholders, of which defendants Kessler owned a sub> 
stantial interest. These defendants conspired and schemed, aided 
and abetted by defendant Lafrentz, to justify their amendment by 
falsely stating that a 3 I Co. subsidiary. Scientific Literature Cor¬ 
poration, had attained the necessary profitability, when in fact th|i 
subsidiary had sustained a net earnings loss for fiscal year 1970. 

(d) Defendants 3 I Co. and Brodsky con-r 


spired and schemed with defendant Maurice to falsely and deceptively 
declare to the investing public that 3 I Co.'s purchase of a remain¬ 
ing interest in American Micromation Industries, Inc. was a major 
viable-acquisition. These defendants did not act at arms-length fo^ 
their purchase negotiations and thus 3 I Co. paid $505,729 for 

worthless intangible assets. ! 

I 

(e) Defendants 3 I Co. and Brodsky con{ 


spired and schemed with defendants Arthur Elias, Marvin Riesenbach, I 
Marvin Schiller and Irving Sher to falsely and deceptively declare 
to the investing public that 3 I Co.'s purchase of all the assets 
of Information Company of America, I.C.A. and Information Corpora- j 
tion of America was a major viable acquisition. These defendants j • 

■ ' ■ ' I 

'did not act at arms-length for their purchase negotiations and thusi 

u 

•3 I Co. paid $2,960,904 for worthless intangible assets. j 

y I 

, (f) Defendants 3 I Co. and Brodsky con- 

I 

spired and schemed with defendants Brownstein and Nissan, and with j 

I . • ^’ 

the knowledge, assistance and connivance of defendants Marine Mid- j 

land, Dreyfus and Walston and their officers and employees, to pre- . 

. 1 ' 
sent and permit each other to present to the investing public, inclu- 

! 

ding plaintiffs and the Class, a false and inflated present and future 

t 

financial picture of 3 I Co. and a false and misleading picture of , 
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|3 I Co. as an expanding conpan. „a«np „aJor viable acqulalulns " ' 
, ■ in lu«be.a„ce and execution .nel. a.oneaala acbene and course ! 

Y" defendants IndlvlduaUv and by their officers and j 

•, employees, Issued, disseminated and circulated to the • ■ ' 

^'-uxaxea to the investing ; 

public, including Plaintiffs and the members of the Class, Brown- i 
. . |.tetn.s false, fraudulent and deceptive Reports and Bulletins, whlci 

• . ^ (1) ^deceptively and falsely detailed ! 

financial terms of the aforesaid -.xcerpta Medica data bank li- ! 


cense agreements. 


loss of earnings for fiscal year 1970, 


(2) Deceptively understated the 3 I Coj 


(3) ■deceptively grossly over-estimated' 

unfounded 3 1 Co. earnings for fiscal,year 1971. 

(4) Deceptively grossly over-estimated^ 

unfounded 3 I Co. earnings for fiscal year 1972. j 

(5) Deceptively stated a P/E (profit- ' 

earnings) ratio for 3 I Co. common stock. | 

(6) Fraudulently continued to recommeni 
the financial prospects of 3 I Co. despite Brownsteln's receipt of I 

IjBrodsky’s letter of disavowal and error dated June 23, 1971 . Al- ! 

though Brownsteln had the duty to communicate in his Bulletins the I ■, 

adverse Information contained In Brodsky’s letter. Brownsteln 'i ’ 

j tailed to do so and Bro^isteln continued to Induce the purchase of i 
I 3 I Co. stock. ' 


29. These defendants conspired with 3 I Co. and ! 
Brodsky to perform the aforesaid fraudulent'ind deceptive acts and !. 
I approved, authorised and/or acquiesced In the fraud perpetrated ! 
i-pon Plaintiff and the Class and/or otherwise aided and abetted ' j ' 









[defendants 3 I Co. and Brodsky to con,n,it said fraudulent and dece|?? 


tive acts. 


I 

• r • the aforesaid common scheme and 

, . common course of fraudulent action of these defendants, which ini- ! 

v- tially reached the investing public with the filing of defendant 3 j 

■ ^ Report on December 10, 1970, the market price of | 

'■ the otherwise worthless 3 I Co. common stock was caused to have a | 
substantial artificial price Increase, and plaintiffs and the Class| 
mere Induced to purchase this stock without any knowledge of these 
^ defendants' fraudulent actions. Plaintiffs and the Class did not 
^ learn the untruths, omissions and aforesaid actions of defendants ! 

until after defendant 3 I Co. filed its 1972 Annual 10 K Report on i 

■ » 1 


October 24, 1972. 


> 

Plaintiffs and the Class sustained substpntlal 


losses as the result of the foregoing in the amount of $15,000,000 
; > Kt • count II 






- ' repeat and reallege each and every 

y, ■ allegation Contained i„ Paragraphs " 1 " through "31" inclusive with i 
; , I the same force and effect as if hereinafter fully set forth. 

A.. ' '] 3 I Co. financial records' 

■ , .and their examination of 3 I Co. financial statements for fiscal j 

' year 1970, defendant Lafrenta received and reviewed the Excerpta I 

Medics agreements. Von Eugen agreements and Scientific Literature * 

Cpnsu^tdnts' sgrecmcntB i i, " * * 

g eements, Lafrents knew. on. should have known, that! 

they fbUnWed oeneraUy accepted accounting principles that 3 | 

I Co.'s financial statements were Incorrect, false and mlsleadlfig ! 

; . in that its assets had been substantially overstated and Inflated, i 








,th.t l.s current liabilities had been substantially understated, '““f- 
that stock issued and capital In excess of par value bad been slbstin 
• «ally overstated and that there »as no financial basis for the j 
• . jSclentlflc Literature Consultants amended aoree^ent. Neverthelese, I 
Lafrentr Issued its Certificate (Report) and its Notes to 3 1 Co. I 
Consolidated Financial Statenents for fiscal year 1970 wherein j 

,■ L-frentr in violation of its duties and responsibilities as IndepenJ 
dent certified public accountants failed to notify and warn the ! 

. investlno public of the aforesaid facts, thereby aidino and abettin] 
defendants in their aforesaid fraudulent and deceptive actions. | 

34. Defendants 3 1 Co. and Brodsky and defendant" | 

, l4lfrentr, in furtherance and execution of defendants' aforesaid 
common scheme and co^on course of fraudulent action, issued, dls- 
een,lnated and circulated to the investing public, including plain- 
jtlffs and the Class, 3 I Co.'s 1970 Annual Report containing Lafrentr' 
Certificate (Report) and its Notes to 3-1 Co. Consolidated Fln.nclai 
Statements, which contained untrue statements of material facts and! 

■ omissions of material facts necessary in order to make the state- j 

■ «nts made,therein, in light of the circumstances under which they ! 
were made, not misleading, in that aforesaid Certificate (Report) | 

|and its aforesaid HVotes: | 

bailed to disclose that 3 I Co. '! 

had materially understated its current liabilities by $150,000. '| 

* 

F'ailed to disclose that 3 I Co. •-j 

materially overstated the issuance of common stock. Class A and ! 

I ^ • * * i 

Ijcapital in excess of par value by $150, ooo!*- *! 


(c) Misrepresented the terms of the 


I - - j 

lExcerpt. Medic. d.t. bank license agreement and failed to disclo'.e j 

■ I 




on Eugen's role as a business broker. 


1501 a 


(d) Failed to disclose that 3 I Co. 

I. , 

assets had been materially overstated and Inflated as $1,000,000 
by the Inclusion of the data bank license stated at cost, whereas 
in fact defendants had deceptively utilized inflated restricted 


stock in their transaction. 


(e) Failed to disclose thi't 3 I Co.'s 


subsidiary. Scientific Literature Corporation had sustained a net 

'V 

earnings loss for fiscal year, and that accordingly there was no 
basis for 3 I Co.'s opinion that its subsidiary' would achieve the 
necessary earnings to support the amended agreement. 


JUDGEMENT 


WHEREFORE,' plaintiffs and the Class demands judgement 


!against defendants, as follows: j 

. (a) that this action be declared as maintained as 

a class action pursuant to the provisions of Rule 23 of 

• . i 

• t 

•' the Federal Rules of Civil Procedure; I 

' > ' ! 
. ' I 

(b) that defendants be adjudged jointly and 

■ - • I 

'* » 5 

. severally liable to plaintiffs and the plaintiff class l 

■ for compensatory damages in the amount of $15,000,000 I 

;/'• and, in addition, punitive damages.' 

'■‘•'v' (c) that plaintiffs be awarded costs and reason- ' 

■ I 

■ *« < 

able counsel's fees, j 

I 

together with such other and further relief as to this Court shall i 


appear just and equitable. 


ROBERT R. FELTON I 
Attorney for Plaintiffs’ 
42 Third Avenue i 
Mineola, New York 11501! 
516-746-5711 j 


i. 









MEMO ENDORSED ON COMPLAINT 
(Dated December 3, 1973) 
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LEAVE TO FILE THIS AMENDED COMPLAINT IS GRANTED. 
IT IS SO ORDERED. 


DECEMBER 3, 1973 

s/ Dudiv B. Bonial 

U.S. DISTRICT COURT U.S.O.J. 

FILED 

DECEMBER k, 1973 
S.D. of N.Y. 


\ 

i 

I 

i 

n 






NOTICE OF HOT ION BY MAIN LAFRENTZ AND CO OISNISSIIlfi 
AMENDED COMPLAINT AND FOR SUMMARY JUDGMENT 
(Filed December 13, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


50 3a 


ROBERT R. FELTON, 


-agalnst- 


Plalntiff, 


WALSTON AND CO., INC., et al.. 

Defendants, 


73 Civ. 2200 DBB 
NOTICE OF MOTION 


^ V* ^hi 


SIRS: 


PLEASE TAKE NOTICE, that upon the annexed affi¬ 
davit of Milton Kunen, sworn to the 12th day of December, 
1973, and the previously filed affidavits of Milton Kunen 
and Frank G. Warburton, both sworn to the 1st day of 
November, 1973, and the previously filed affidavit of Milton 
Kunen sworn to the 9th day of November, 1973, and upon all 
prior proceedings heretofore had herein, the undersigned 
will move this Court at Room 128 , United States Court¬ 

house, Foley Square, New York, New York, on ty|f^^^3l7t/^ay of 
December , 1973, at 9:30 o'clock in the forenoon of that day, 
or as soon thereafter as counsel can be heard for an Order 
pursuant to Rules ^(b) and 12(b)(6) of the Federal Rules of 
Civil Procedure dismissing the newest amended complaint 
herein against Main Lafrentz & Co. for falling to allege 
fraud with sufficient particularity and/or the undersigned 
will renew its motion for an Order pursuant to Rule 56 of 
the Federal Rules of Civil Procedure granting summary Judg¬ 
ment to the defendant Main Lafrentz & Co. on the ground that 
there in no genuine Insue as to any material fact and that 
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thp dcfonclant Main Lafrentz & Co. Is entltlori to Judrmont as -f 

a matter of law, and for such other and further relief as - 

1 

to the Court may seem Just and proper. i 


t 


Dated: December 12, 1973 


Yours, etc., 


KAYE, SCHOLER, PIERMAN, HAYS & HANDLER 

/ ■' * 

By 

^ Member of* the Firm 

Attorneys for Defendant 
Main Lafrentz & Co. 

^25 Park Avenue j 

New York, New York 10022 
(212) PL 9-8^400 




ROBEP'" R. FELTON, ESQ. 
Attorney for Plaintiff 
^<2 Third Avenue 
Mlneola, New York 11501 


BREED ABBOTT & MORGAN, ESQS. 

Attorneys for Defendants 

Walston & Co., Inc. and James Nissan 

One Chase Manhattan Plaza 

New York, New York 10005 


LEON WEILL & MAHONEY, ESQS. 

Attorneys for Defendant 

31 Co./Information Interscience, Inc. 

26l Madison’ Avenue 

New York, New York 10016 


SULLIVAN & CROMWELL, ESQS. 

Attorneys for Defendants 

Marine Midland Bank and Joel Brownsteln 

48 Wall Street 

New York, New York 10005 

SHEA GOULD CLIMENKO & KRAMER, ESQS. 
Attorneys for Defendants Medlsche 
Referatan (Excerpta Medlca) N.V., 
Infonet (Excerpta Medlca - Rescona) 

N.V. and Eltrac (Infonet) N.V. 

330 Madison Avenue 

New York, New York 10017 


ANDERSON RUSSELL & KILL, ESQS. 
Attorneys for Defendants 
Relsenbach and Ellas 
600 Fifth Avenue 
New York, New York 10020 


( 

I. 










AFFIDAVIT OF HILTON KUNEN IN SUPPORT OF NOTIOlU 


UNITED STATED DISTRICT COURT 
SOUTHERN DISTRICT OR NEW YORK 


ROBERT R.. PEf.T(JN, 

Plaintiff, 

-ae‘'ilnBt- 

WALSTON AND CO., INC., et al.. 

Defendants. 
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73 Civ. 2200 DBB 


AFFIDAVIT IN SUPPORT OP MAIN LAPRENTZ’ MOTION 
TO DISMISS AND/OR MOTION FOR SUMMARY JUDGMENT 

STATE OF NEW YORK ) 

COUNTY OP NEW YORK ) 

MILTON KUNEN, being duly sworn, deposes and says: 

1. I am a member of the firm of Kaye, Scholer, 
Plerraan, Hays & Handler, attorneys for defendant Main La- 
frentz & Company ("Main Lafrentz"). I make this affidavit 
In support of Main Lafrentz’ motion to dismiss the complaint 
for failure to allege fraud with specificity or, alternative¬ 
ly, In renewal of Main Lafrentz' motion for summary Judgment 
or^^tn^lly PR NPVefflbPF 

regarding the transactions referred to In the amehded com¬ 
plaint are set forth In my moving affidavit, sworn to on 
November 1, 1973 (hereinafter "Moving Affidavit") and In my 
reply affidavit, sworn to November 9, 1973 (hereinafter 
"Reply Affidavit"). These affidavits, which are Incorporated! 
herein and made a part hereof, will not be repeated here. 

The newest complaint adds nothing to the previous amended 
complaint, although It does contain significant omissions; 
this affidavit will be limited to the salient points raised 
in the newc:M. amended complaint. 
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2. Tho ncwoGt amended complaint contain:; only one 
count ar.aln.Gt Main Lafrentz, net forth In para,graphs 3? 

throu,»:h 3^1. The all(*,'atl on.s are mor.t r.eneral In nature_ ! 

for Instance, that Main Lafrentz had not followed "p.enerally 
accepted accounting principles", but the nature of the prln- ' 
clples allegedly not followed Is nowher,- expressed. The 1 
only allegations expressed with even the barest specificity * 
is the newest amended complaint are those referred to in sub-' 
paragraphs (a) through (e) of paragraph 3^. However, to the ' 
extent that these are specific, they are made specific solely’ 

j 

by the fact that the newest amended complaint Ignores the 
public facts of record. Certainly, by Ignoring the public ' 

I facts plaintiffs cannot meet the requirements that fraud be ' 
alleged with specificity as required by Rule 9(b) of the ' 
Federal Rules of Civil Procedure. I 

I 

I 

I 

Paragraph 3^(a) j 

3* Paragraph 3^(a) of the newest amended complaint* 

charges that the 1970 financial statements contained In the ! 

1970 annual report of 31 Co./Information Interscience Inc. ^ 

("31") "failed to disclose that 31 Co. had materially under- ‘ 

stated Its current liabilities by $150,000." No specific j 

allegation Is made concerning what this alleged understate- ! 

ment consists of, and, therefore, the subparagraph does not ‘ 

meet the pleading requirements of Rule 9(b). However, from ^ 

i 

the previous complaints, as well as the affidavit In opposl- j 
tlon to Main Lafrentz' motion for summary Judgment, It 
appears that tho claim Is that the 31 financial state¬ 
ment of June 30, 1970 failed to carry a supposed obligation 
of 31 to pay $150,000 to Prod Von Eugen, the finder In I 


A W 4 I 

0^ • 







|.•()nll•.•ctlorl with 31'u acqulaltloii of a data bank llcoriao _507a 
Irom lixccrpta Medica Foundation C'Excerpta Mcdlca"). How¬ 
ever, the newest amended complaint overlooks the following 
facto, admittedly In plaintiffs’ possession: 

(a) The obligation to pay $150,000 to Von Eugen 
180 days after the acquisition of the data bank license, 

I 

^ contained in a letter agreement dated September 19 , 1969 be-' 

I tween Von Eugen and 31 (Ex. 2)» was superseded by an obliga-’ 
tLori to Issue 30,000 shares to Von Eugen on December 1, 1970 ! 
contained in an amended agreement dated June 15, 1970 (Ex. 

The June 15 amended agreement, the terms of which are 
referred to In note 1 to the 3 I financial statement, speci¬ 
fically states: 

''This will confirm our understanding that 
the second installment of $150,000 which 
was to have been paid to you on or about 
April 27 , 1970 pursuant to the Letter Agree- 
^ ment Is not due an d payable to you...." 

(emphasis added) -— 

Because the obligation to pay the additional $150,000 to Von 

Eugen had been superseded by the amendment dated June 15 , 

t/iat obligation no longer existed on June 30. Therefore, ! 

mat obligation was not, and could,not have been, shown as a 

current obligation on June 30 . Indeed, as pointed out in my 

Moving Affidavit (1126(a)), Felton finally had to admit at 

his deposition that the June 30 balance sheet could not have ' 

carried this superseded obligation to pay $150,000 in cash as 

H current obligation. 

(b) As stated in the Reply Affidavit (1i2(d)), the 
ub] l/:atiori to issue the 30,000 sliares to Von Eugen on Decem- 
b' r i, 19 / 0 , which obligation superseded the previous obllga- 
'Ion to pay him an additional $150,000, was fully accounted 


KxhJhito herein refer to the separately-bound exhibits sub- 
inltt.-j In <'oiinoctlon with the Moving Affidavit. 
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' * . "haron as outstanding as or Juno 30 , ! 

..'•^■■•dln,, liability to Von Euiien was ox- ' 

Pfr;.s.;.l ii ii ,,:„l i„.on a completed act, thereby fully ' 

caM-yln,- II,. K .l-.iiy, In addition, the balance sheet i 

dat-f'd .June. 30, id/n (rry j j ! 

! (LX. 5 ), r.tatod In note 1 that: 

"Tho nharrs to be Issued on December 1 , ’ 

1970 have bf-on reflected as outstanding ! 

in thr. accompanying financial statements." ' 

Thus, the obllrallcn to Von cugen (which was then an obllga-' 

tlon to Issue him 30,000 shares on December 1 , 1970 ) was 

fully accounted for In the 1970 financial statements, and ' 

the method of accountIng was fully disclosed In the notes. 

Thus, there can bo no creditable argument made that the 31 ^ 

balance sheet understated Its current liabilities as of ! 

June 30, 1970. i 

1 

j 

Paragraph 3 ^(b) i 

Paragraph 3Mb) of the newest amended complaint 
Charges that the 1970 financial statement "failed to disclose 
that 31 Co. materially overstated the Issuance of common ‘ 
stock, Class A and capital In excess of par value by $150,000. 
Again, the newest amended complaint falls to comply with 
Rule 9(b) In that It does not explain the manner In which It'' 

Is claimed that there was an alleged overstatement. However,' 
relying again upon the previous complaints and the affidavit' 

I 

In opposition to Main Lafrentz' summary Judgment motion, It 
appears that the claim Is that note 6 to the 1969 financial 
statement (Kx. 5) overstated by $150,000 the stock Issued * 

I 

In connection with the acquisition of the data bank 
llcen.se. This allegation Is similarly based on the refusal ! 
to rtcognlxe th.u thr obUf:.itlon to Von Eugen to pay him an ' 
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aud ) t, ii.ij.x i !’. I' in oaalj wan superuoUcd by an oblir.utlon 

to .l:;;;uo ', 0 , 00 " of stock to him on December 1. In 

add 11, ion, tin noo. . 0 . amended complaint simply l^jnores the 


nOt( " Ifj 1,1,* 1 ,'i'*',*;ii*j. 1 

Main nt' i j ti.'i od 


tatement upon which the claim aj/alncl 
Note 6 to the financial statements 


showofj a Iota I 


or 0,000 In stock as "Stock Issued In cot.-’ - 


nection wiii, the aj-;reeirjent with Excerpta Medica Foundation I 
(note D." Of thJa $8^0,000, $150,000 was the value of the ! 
30,000 stjaros tc be Issued to Von Eugen on December 1, 1970. 

5. Note L to the financial statements, referred ! 

to in note 6, clea.-Ly stated that part of the consideration 
for the acquisition of the data bank license was "30,000 
shares of Class A Common Stock to be Issued on December 1, 
1970 which the Company can be required to purchase at $5.00 ' 

share in July 1971." (emphasis added) Thus, the note clear-| 
ly stated that the stock had not yet been issued. However, 
as quoted above, note 1 further stated that the shares to be 
issued on December i, 1970 were reflected as outstanding in ^ 
the financial statement. As a result, any Interested reader ^ 
knew that the shares set forth In note 6 as "Stock issued in ^ 
connection with the agreement with Excerpta Medica Founda¬ 
tion (note i) ' included the 30,000 shares to be Issued on 
December 1, 1970, which shares had not yet been issued, but ! 
which were being reflected as outstanding on the balance 
sheet date. 

6. Iji otlier words, the claim of an overstatement i 
of the issu.ajice of common stock, class A in the amount of 
$ 150,000 is based solely on the purposeful ignoring of the 
full disclosure -- Including the disclosure that the 30,000 
shares were not yet Issued but were being carried as If 


I 





'" 'I on .Tunr' 3 n, 1070 - 


SlOa 


I' 

I 

1 

[ 

I 

t 

I 

I 


— M on .,uur ,970 jn 

•h i I 1 f-rir/'d In thf n^ wor-.t, arnondod comjil a1 nl. . 


I’.Ir;_trth_ 3^1 (c) I 

7 . Parar.i- I'h 3'l(c) of iho nowcat arnondod complaint* 

'll<r;oa that the 1970 financial statements "misrepresented ' 

ic-r-ms of the Excerpta Medlca data bank license agreement ' 

•jrifi failed to disclose Von Eugen's role as a business | 

bfokM-." The ii.anner in which the terms of the Excerpta ! 

« 

ilea data bank license were allegedly "misrepresented" Is ' 
I' whe-re set forth. Therefore, this allegation woefully ■ 

falls to comply even colorably with the requirement that * 

„ I 

iTS'id be alleged with specificity. i 

* I 

8. It may be that paragraph 34(c) of the new- 

■•■st amended complaint seeks to allege that the financial : 
^’t-atements misrepresented the terms of the data bank I 


^ I’conse agreement in that they failed to disclose Von 
^ role as a business broker. However, this, too. Is 

I I.-.a fficlent to allege fraud because no facts are alleged 

I 

ii'/ni which an Inference could be drawn that this alleged 
i.ailure to disclose was fraudulent. In addition, as set 
forth in paragraph 2(a) of my Reply Affidavit, the newest 
a;'i. nded complaint overlooks the following: 
j (a) Main Lafrentz' sole function in connection 

I vith 31 was to render an opinion with respect to 3I's flnan- 

1 

:i tl statement. The financial statements, and the notes 
II' t'- to, did not purport to set forth an_ the particulars of 
i ' ' fansactlon by which 31 acquired the data bank license 

i 

M Excerpta Medlca. Note 1 to the financial statement 
■-.••t . fort)) the con.-.lderatlon paid, or to be paid, by 31 In 
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- 'f.rif. t-lon with tJiat acqulnltlon for the purpoHo of dlr.cloo- 
I Tm U.o consideration given by 31. not for the purpose of 
''ivinr. a complete disclosure of all of the terms of the 
aj-r.-emonts by which the data bank license was acquired. 

(b) Plaintiff falls to state any reason that 31 
:>f'Ould have disclosed Von Eugen's Identify. His only rele¬ 
vance to the transaction was that he received part of the 
consideration given by 31 In connection with the acquisition 
or the data bank license, and the amount of this considera- 
ti Jt) was fully revealed. 

(c) 31’s letter agreement with Von Eugen (Ex. 2) 
j vva:; filed with the Securities and Exchange Commission 

Consequently, no Intent to defraud by allegedly 
iia.-king Von Eugen's identity can be Inferred. 

I P arak:raDh 3^(d) 

9. Paragraph 3^(d) alleges that the 31 1970 finan¬ 
cial statement failed to disclose that the 31 assets had ^ 
U'on '’materially overstated and Inflated as $1,000,000 by In-' 
elusion of the data bank license at cost, whereas in fact j 
d.'Pendants had deceptively utilized Inflated restricted stock 
in their transaction.” The full facts with respect to the 
valuation of the data bank license is set forth In paragraphs 
I' 'hrough 2H of the Moving Affidavit. Suffice It to say at 
thl.-. point that the newest amended complaint ignores the 
Tsllowing facts, of which plaintiffs are well aware- 

(a) Main Lafrentz issued a qualified opinion with 
rrsj.ect to the 31 financial statements as of June 30 , 1970, 
im. this opinion was specifically qualified with respect to 
U' mhio of the data bank license. Therefore, as pointed 






jwut. . 1 .,, more detail In my Moving Affidavit and the Memorandum* 
oi r.aw aubmlttod therewith, all stoekholdero and procpectlve 
!-':r i.aaors were on notice that Main Lafrentz did not neces- 
•>ariLy subscribe to the $ 1 , 000,000 valuation set forth In the 
3i financial statement. Indeed, Main Lafrentz’ opinion 
^specifically says that the 31 financial statements fairly 
set forth the financial condition of 31 "subject to the 

realization of carrying value of data bank licenses. ...» 
(tx. 5) 

(b) In the subsequent year, the International 
accounting firm of Lybrand Ross Bros. & Montgomery 

( Lybrand”), which succeeded Main Lafrentz as 31‘s auditors. 
Issued a similar opinion with respect to the value of this 
•lata bank license. The 1971 financial statement (Ex. 7 ) 
shows that this data bank license was still being carried 
by 31 at $1,000,000. The Lybrand opinion relies on Main 
I i/.:trentz' 1970 opinion as to the value of the data bank 
license in 1970, but in Issuing Its own opinion concerning 
t/c $1,000,000 valuation In 1971 Lybrand qualified Its 
opinion with respect to »the recovery of the cost of the 
investment In affiliated company and data bank license." 

Thus, In 1971 , 31 carried the same data bank license at the 
same value, and Its new auditors, Lybrand, Issued a similarly 
qualified opinion. 

(c) The method of valuing the data bank license 
SI. $],000,000 was fully set forth In the notes to the 
financial statements. Specifically, by putting together 
no! I u I <and 6 , the financial statements revealed the follow- 


(1) The total consideration for the ac¬ 
quisition of the data bank license was $ 1 , 000 , 000 ; 







513a 



(2) Th£t $1)000,000 Included ^ 6,666 ohfires, 
which 31 could be required to purchase at $15 per 
share; 

(3) This ^16,666 shares was valued at $15 
per share, the price at which 31 was obligated 
to purchase the stock and which was below the 
market value at the time, for a total value of 
$700,000; 

C^) That $1,000,000 also Included 30,000 
shares to be Issued on December 1 , 1970, which 
31 was obligated to purchase at $5 per share; 

C5). These 30,000 shares were valued at 
$5 per share, the price at which 31 was 
obligated to purchase them, and which was below 
the then market value, for a total of $ 150 , 000 ; 

(6) The total value given to the stock 
Issued In connection with the Excerpta Medlca 
agreement, as stated In note 6 , was $ 850,000 
C$ 700,000 plus $ 150 , 000 ); 

C7) Subtracting from the $ 1 , 000,000 
stated to be the total consideration (note 1 ), 
the $ 850,000 worth of stock Included therein 
Cnote 6 ), left $150,000 cash, which was the 
amount paid to Von Eugen pursuant to the 
agreement with him (Ex. 2). 

Cd) Note k to the 1971 financial statement, 

(£x. 8 ) upon which Lybrand Issued its qualified opinion, car¬ 
ries forward the $ 1 , 000,000 valuation and the method by which 
that valuation was reached. The 1971 financial statement 


says: 
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[from Kxoorpta Mecllca] was $1,000,000, con- 
I slating principally of il6,6C6 and 30,000 chares 

Ij Class A Common Stock, Issued In 1969 and , 

, 1970, respectively. The Company can be re- * 

j Qulred to repurchase th(? ^16,666 shares at $19 ' 

I per share In April 1972, and the 30,000 shares 

i . - 'j per share until June 30, 1972.” 

I 

.ilio.-i . li... ri..-w.-;it am.-n-l.-d ••ompla 1 i,t ag/, 1 ri 1(-;iior.;i If,.- 
""I I ..•nro r.MMl, In th- notes to the financial ' 

I s,l at.mient;. and, more Importantly, omits the crucial fact ' 

■ chat Main Lafrentz, like Lybrand In the following year, ! 

I i 

I 1' alifled Its opinion with respect to the value of this i 

j I 

j 'if.i bank license. j 

i jii(e) ■ 

j 10. Paragraph 3'Ue) states that the financial ‘ 

laiem- ni failed to disclose that .3clontiric LJteratui-e ‘ 

( I 

l'<rp. had sustained a net earnings loss for the j 

jriscal year and that "accordingly” there was no basis for j 

I s opinion that SLC "would achieve the necessary earnings 

jto support the amended agreement." No specific averment of * 

fraud is made against Main Lafrentz; It is the company, not ^ 

Lafrentz, which is charged with rendering an opinion | 

r.-gcirdlng SLC's earnings which was allegedly without founda- ‘ 

'' I* III addition, the newest a;nended complaint omits the ^ 

' I'l 'H .a...,,ro 

'i ihiMiy to Main Lafrentz with respect to the transaction 
rogc^rdlng SLC. 

11. The facts regarding the acquisition of SLC, 
the amendment to that acquisition agreement, and the dls- 
cicaure in the 1970 financial statement are set forth in 
paragraphs 33 through ill of the Moving Affidavit and will 
not ho pouted here. Suffice it to say that the newest 
I'll' n<i< (1 •-i"j.).ilnt omits the following undisputed facts with 
re,vu<l In all(;ged failure to disclose the SLC loss: 
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(a) The .'JliC "loiis” war. only $1,001!; 

(b) That "Iocs” waa disc loach in the 
1970 10-K filed by 31 with the SKC; 

(c) The conaolldatcd loss of 31 and 
its subsidiaries, set forth in the 1970 
financial statement (Ex. 5 ), was $555,577, 
of which the SLC "loss'* was a miniscule 
part; 

(d) Under the agreement by which SLC 
was acquired, additional stock was to be 
issued to the former SLC shareholders based 
on the average "pre-tax earnings" of SLC 
in the 1970 and 1971 fiscal years (Ex. 9, 

II 15(c)),. Paragraph 15 also provided that 
"pre-tax earnings" of SLC did not include 
"allocation of general administrative ex¬ 
penses of 31 ". The operations of SLC dur¬ 
ing the 1970 fiscal year actually showed a 
profit of $ 81,307 before taxes and alloca¬ 
tion of indirect expenses. A charge of 
$ 82,362 for indirect general and adminis¬ 
trative expenses was made by 3 I to SLC, 
which converted this profit to a loss of 
$ 1 , 055 . However, for purposes of the agree¬ 
ment with the SLC shareholders, SLC had 
actually shown a profit of $ 81,307 for that 
fiscal year. 

12. Certain restrictions on the operation of 
.jI.C in the original acquisition agreement wore removed by 
the ai'iendment agreement with the former SLC shareholders 
(Kx. 11). The amended agreement states in relevant part: 
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"It I r; In thf hr'i’.t, j ntr-r(>:-,t;! of tfu* 
partJcT, to (.•omhlnr- tfio ofxTatlonr. of 
r,ubf,1 diary [.".l.Cl with r.omf of thono 
of 31." 

Con.'icqufritly, 31 rocolvod a bon('rit from the- arnondrrK'nt to 
tho acquisition af'roi in(''nt. Whot,hor this was sufficient 
benefit to support the amendment, Includin;'. the- Issuance of 
the shares of the former r>LC shareholder Is a matter of 
business judemont; in addition, it has nothing to do with 
any cause of action against Main Lafrentz. 

13- Assuming, contrary to the fact, that pursuant 
to the terms of the SLC acquisition agreement (Ex. 9) SLC 
had actually lost $ 1,055 In fiscal 1970, this would still 
not preclude the Issuance of additional 3T shares to the 

I 

former SLC stockholders because: (1) the earnout provision 
was based on the average earnings in the fiscal years 1970 
1971, and such a small loss could have been offset by 
sufficient earnings in the 1971 fiscal year, and (11) as 
stated above 31 obtained a benefit from the amended agreemen" 
1^. Perhaps most important. Main Lafrentz Issued 
its qualified opinion with respect to the consolidated 
financial statement of 31 and its subsidiaries. Main ' 

Lafrentz issued no opinion with respect to SLC . Note 1 to 
the financial statements clearly stated that: i 

I 

"In the opinion of the Company, SLC will 
achieve the necessary earnings which would i 

have entitled the sellers to receive these 
shares under the original agreement." 

'J’hei’e I ore, any tihareholder or prospective Investor knew tha*" 

the opinion stated was the opinion of manag.ernent; and, by 

reading, the Main Lafrentz opinion he knew that Main Lafrentz 

I 

had Issued no opinion with r(*spect to SLC's earnings. As a 
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‘ .. tio IJaljIlIly to Main I^afrcntx with 

'hi I M • (1 ralluj’o to state the .SLC supposed 

If’' ■' • ‘hi iie!i-('x 1 stonoe of the basis for 3 J * a 

opiii’.ii; ,hi' .;i,< ,vo,j ij tehiove the necessary earnint',s. 

/i I 1 i-aratlon:: 

U) CaiTi’ul reading reveals that the other al- 
legal Iori.-Iii tfie ;jev/ coinplaint either repeat these allega¬ 
tions we arc tnex'cly conclusory. They charge Main Lafrentz 
will-, a.i nTii, iri'i abeltln: others, and the like. These are 
insuffi :ii'ni allegations to support a fraud action against 
Main La '’rc-ntz . 

l 6 . In closing, it should be noted that in the 
Movlra' Affidavit (H 'i) I pointed to the extremely poor 
fininoip. I •ondition of 31, as stated in the 1970 annual 
report. Including substantial losses of $555,577 in 1970 and 
$69?,4ho ill 1969 , and total assets of only $ 1 , 6 ^ 7 , 219 , of 
whleh ovoi- $1.2 million was subject to the Main Lafrentz 
qua I ! fU ailon. I pointed out that no reasonable investor 
coulu |)onsibly have relied on this financial statement 
in making his purchase. It is not surprising, therefore, 
that Mr. Felton Initially purchased his 31 stock without 
even knowing what business 31 was in, that he read the 
flnariciii! stat(*monts only hastily, and that he does not 
recall whc*!hoi’ ho even read the notes to the financial 
stat.emi iii a (Tr. 35^-57). It is equally unsurprising that 
Mr. In his affidavit seeking to intervene in this 

aotlciii, newhcrcj mentions tlio 1970 Main Lafrentz qualified 
opinion, lie' ailrigf','} ho bought his stock after a discussion 
wl.tdi •.Dini line at tir Marino MLiland IJank and after reading its 
i-epfi'*' ■ ' ii . 
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17. Ihoiio two plalntlfTo only confirm Main 
Lafj'ont^.’ position that It should not be a party to thJ;; 
action. The accusations. In cenoralized terms, acalnst 
so many disparate defendants, all encased In some undefined 
"conspiracy" has, to date. Imposed an Intolerable burden 
upon Main Lafrentz and unjustifiably attacked its reputa¬ 
tion. This burden should continue no longer, and the action 
against Main Ufrentz should be dismissed. 

V 

Milton Kunen ^ 

Sworn to before me this 
12th day of December, I 973 . 

Notary Public 

ALLAN M. Pr.PPER 
NOTAI'Y POtJlIC. Stale of New Yoft 
•'o 41 JO‘5‘)iy5 
». I •d in Queens County 

t»pitc$ March JO. 197|/ 




Ct OF MOTION IN BEHALF OF ARTHUR W Fi iac mabwim «• 
MESEMBACH AND IBVING H SHER TO DlinfsS AHESSES'JoSkAINT ^ 

UNITED STATES DISTRICT iOTk?* '3. '973) 

SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, et ano.. 


Plaintiff, 


-against- 


73 Civ. 2200 


WJILSTON AND CO., INC., et al., ; NOTICE OF MOTION TO DISMISS 


Defendants. 


(DBB) 


SIRS: 

PLEASE TAKE NOTICE, that upon the annexed affidavit of 
Jerold Oshinsky, Esq., sworn to December 12, 1973, and upon all 
prior proceedings heretofore had herein, the undersigned will move 
this Court at Room 1506, United States Court House, Foley Square, 
New York, New York, on the 31st day of December, 1973 at 9:30 a.m., 
or as soon thereafter as counsel can be heard for an order pur¬ 
suant to Rules 8(a) and 9(b) of the Federal Rules of Civil Pro¬ 
cedure dismissing the latest amended complaint with prejudice on 
the ground that it fails to aver fraud and conspiracy with the 
requisite particularity, and for such other and further relief as ' 
to the Court may seem just and proper. I 


Dated: New York, New York 
December 12, 1973 


ANDERSON RUSSELL & KILL, P.C. 

By Qi- 

Attorneys for Defendants - 

y^Arthur W. Elias, I'darvin S. 

( Irving ll. she 

V /'oOO Fifth Avenue 

New York, New York 10020 
(212) 541-8100 


ROBERT R. FELTON, ESQ. 
Attorney for Plaintiff 
42 Third Avenue 
Mineola, New York 11501 















LEON, WEILL AND MAHONY 
Attorneys for Defendant 3 I 
Company 

261 Madison Avenue 

New York, New York 10016 : 

SULLIVAN AND CROMWELL 
Attorneys for Defendants Marine Midland 
and Brownstein 
48 Wall Street 
New York, New York 10005 

BREED, ABBOTT AND MORGAN 

^torneys for Defendants Walston and Nissan 
One Chase Manhattan Plaza 
New York, New York 10005 

SHEA, GOULD, CLIMENKO AND KRAMER 
Attorneys for Defendants Medische Referatan 
■ and Stichting Excerpta Medica 
330 Madison Avenue 
New York, New York 10017 

KAYE, SCHOLER, FIERMAN, HAYS AND HANDLER 
Attorneys for Defendant Main Lafrentz and Co. 
425 Park Avenue 
New York, New York 10022 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, et ano.. 

Plaintiff, 

-against- 

WALSTON AND CO., INC., et al.. 

Defendants. 


73 Civ. 2200 
AFFIDAVIT 
(DBB) 


STATE OF NEW YORK ) 

11 • gg ^ • 

IICOUNTY OF NEW YORK ) ** 

JEROID OSHINSKY, being duly sworn, deposes and says; 

1. I am a member of Anderson Russell & Kill, P.C., 
a professional corporation, attorneys for defendants Arthur W. 
Elias, Marvin S. Riesenbach and Irving H. Sher. I submit this 
affidavit in support of their motion to dismiss the complaint 
with prejudice pursuant to Rules 8(a) and 9(b) of the Federal 
Rules of Civil Procedure on the ground that it fails to aver fraud 
and conspiracy with the requisite particularity. 

2. The sole specific references to defendants Elias, 
Riesenbach and Sher in the latest version of the complaint appears 
in paragraphs 22 and 28(e); 

Marvin SchU^r "• RicPnnbach, 

narvin scnilier and Irving H. Sher were officers, directors snH 

shareholders of Information Company of America, I.c.A and Infor- 

^ased all^?he^a2L?f when*3*I Co. pur- 

cnased all the assets of these worthless corporations with 3 I Co 

comiwn stock valued at $3,053,857. On or ab^t Sep^Jmber 1 

Arthur W Elias became President and Director of 31 ?o?! Airvin 

S. Riesenbach became Vice President, Treasurer and a Director of 

Ln\fof’f vHf“ef!- 

. . , Defendants 3 I Co. and Brodsky conspired and 

SchlTTfr'^^^5 defendants Arthur Elias, Marvin Riesenbach, Marvin 
Schiller and Irving Sher to falsely and deceptively declare to 

of^Infor^tion^ro^^^^ ^ ^ of all the assets 

tion S I.C.A. and Information Corpora-! 

tion of America was a major viable acquisition. These defendant 1 













v" 


3. The foregoing allegations of fraud and conspiracy 
are improper even under the most liberal pleading standards. 
Plaintiff alleges the mere broad conclusion that these defendants 
I (a) conspired and schemed. . . (b) to falsely and deceptively 
^ declare that (c) ICA was "a major viable acquisition". There is 
not even a single scintilla of fact alleged in support of these 
bare conclusory statements. 

Indeed, Mr. Felton does not, and cannot, set forth even 
the hornbook requisites of fraud, expecially as to defendants 
Elias, Riesenbach and Sher. As Mr. Felton has conceded, he made 
his final purchase of 31 stock on June 7, 1971 which was before 
he contends that these defendants even came into the picture. 

|l Hence, he cannot, and does not, allege he relied on such allegedly 
I false information in purchasing his stock. The renewed effort by 
I Mr. Felton, therefore, to tie these defendants into an alleged 
I conspiracy covering years of activity before they became involved 
j in any way with 31 is patently improper, particularly in the 
absence of a single factual allegat.^on in support of the conclusor; 
contentions of fraud and conspiracy. 

4. Plaintiff has had four opportunities to frame an 
adequate pleading. His repeated failure to do so warrants an 
order dismissing the latest amended complaint with prejudice. We 
have read the memorandum of law submitted by Sullivan f, Cromwell 
in support of their motion to dismiss and we adopt their legal 
argument and authorities. i 


Sworn to before me this 

12th day of December, 1973, 
_ ANNIi FlTZf.KRALD 


Jerold Oshinsky 
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MOT ICE OF MOTION IN BEHALF OF MA NINE MIDLAND AND JOEL 
BROWNSTEIN TO DISMISS AMENDED COMPLAINT (Filed December 

1973) 


UNITED STATES DISTRICT COURT 


1 ^. 


SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, et ano.. 

Plaintiffs, 

-against- 

WALSTON & CO., INC., et al.. 

Defendants. 


X 


No. 73-Civ.-2200-DBB 

NOTICE OF MOTION 


X 


PLEASE TAKE NOTICE that upon the amended conplaint 
dated November 29, 1973, and all prior proceedings herein 
the undersigned will move this Court on December 31, 1973 
before Honor 2 d>le Dudley B. Bonsai, Room 1506, United States 
Court House, Foley Squeure, New York, New York at 9:30 a.m. 
or as soon thereafter as counsel may be heeurd, for am order 
pursuant to Rules 9(b) and 12(b)(6) of the Federal Rules 
of Civil Procedure, dismissing the amended complaint herein 
without leave to amend, by reason of the failure of the 
plaintiff to comply with the provisions of Rule 9(b) of 
the Federal Rules of Civil Procedure that "the circumstances 
constituting fraud or mistadee shall be stated with parti¬ 
cularity", and for such other amd further relief as to the 
Court may seem just and proper. 

PLEASE TAKE FURTHER NOTICE that pursuant to Rule 
9(c)(2) of the General Rules of this Court, all papers in 
opposition to this motion must be served at least three days 
prior to the return date hereof. 










Dated; New York, New York 
December 12, 1973 
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SULLIVAN ii CROMWELL 

(A Member of the Firm) 
Attorneys for Defendants 
Marine Midlauid Bank-New York 
and Joel Brownstein 
48 Wall Street 
New York, New York 1000'^ 
(212) 952-8100 

TO; ROBERT R. FELTON 
Fiaintiff pro se 
42 Third Avenue 
Mineola, New York 11501 

BREED ABBOTT & MORGAN 

Attorneys for Defendants 

James Nissan & Walston & Co., Inc. 

One Chase Manhattan Plaza 
New York, New York 10005 

LEON WEILL & MAHONEY 
Attorneys for Defendant 

” Information Intersciences, Inc. 

261 Madison Avenue 
New York, New York 10016 

SHEA GOULD CLIMENKO &, KRAMER 
Attorneys for Defendants 
Medische Referatan, et al. 

330 Madison Avenue 
New York, New York 10017 

KAYE SCHOLER FIERMAN HAYS & HANDLER 
Attorneys for Defendant 
Main Lafrantz & Co. 

425 Park Avenue 

New York, New York 10022 

ANDERSON, RUSSELL & KILL, P.C. 

Attorneys for Defendants 
Riesenbach, Elias and Sher 
600 Fifth Avenue 
New York, New York 10020 






IIOTICE OF NOTION IN BEHALF OF STICHTIN6 CXCERFrA MEDICA 

TO OISHISS THE AHENOEO COMPLAINT (Filed December 18, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


S2Se 


ROBERT R. FELTON, et ano., 


Plaintiff, 


-agai nst- 

WALSTON & CO., INC., et al.. 


Defendants. 


73 Civ. 2200 (DBIi) 


NOTICE OF MOTION 


SIRS: 


PLEASE TAKE NOTICE, that upon the summons and amended 
complaint dated November 29, 1973, and all prior proceedings 
herein, the undersigned will move this Court before the Honor¬ 
able Dudley B. Bonsai in Room 128 of the United States Court 
House, Foley Square, New York, New York, on December 31, 1973 
at 9:30 A. M., or as soon thereafter as counsel can be heard, 
for an order pursuant to Rules 9(b) and 12(b)(6) of the Federal 
Rules of Civil Procedure dismissing the amended complaint herein 
as to defendant Stichting Excerpta Medica (Excerpt.a Mcdicu 
F.'UiidMtloM) on I he qj omuls timt (1) picTintiffc have again 
failed to plead allegations of fraud with particularity, and 
(2) the complaint fails to state a claim against Stichting upon 
which relief can bo granted, and for such other and further re¬ 
lief as to the Court may seem just and proper. 

PLEASE TAKE FURTHER NOTICE, that pursuant to Rule 
9(c)(2) of the General Rules of this Court, all papers in opposi¬ 
tion to this motion must be served at least three days prior to 













the return date hereof. 
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Daied: New York, New York 
December 13, 1973. 


Yours, etc. 

SHEA GOULD CLIMENKO & KRAMER 

j( Member of the Firm 
/»utorneys for Defendant, 
Stichting Excerpta Medica 
(Excerpta Medica Foundation) 
330 Madison Avenue 
New York, New York 10017 
(212) 661-3200 

TO: 

ROBERT R. FELTON, ESQ. 

Plaintiff, pro Se and 
Attorney for Plaintiff 
Edward j. Egan 
42 Third Avenue 
Mineola, New York 11501 

LEON WEILL & MAHONEY, ESQS. 

Attorneys for Defendant 
3 I Co./information Interscience, Inc. 

261 Madison Avenue 
New York, New York 10016 

SULLIVAN & CROMWELL, ESQS. 

Attorneys for Defendants 
Marine Midland Bank and Joel 
Brownstein 
40 Wall Street 
New York, New York 10005 

BREED ABBOTT & MOF^GAN, ESQS. 

Attorneys for Defendants 
Walston & Co., Inc. and Jam^-s Missan 
One Chase Manhattan Plan's 
N(.w York, New York 10005 
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KAYE SCHOLER PIERMAN HAYS & HANDLER, ESQS. 
Attorneys for Main Lafrentz & Co. 

425 Park Avenue 

New York, New York 10022 

ANDERSON RUSSELL & KILL, P.C. 

Attorneys for Messrs. Riesenbach, 

Elias and Sher 
600 Fifth Avenue 
New York, New York 10020 









NOTICE OF MOTION IN iEHALF OF 3 I CO. TO DISMISS TME AMENDED 528. 
complaint (FI1«d Oecamber 18, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON, et ano., 


73 Civ. 2200 (DBB) 


Plaintiffs, 


NOTICE OF MOTION 


- against - 


WALSTON & CO., INC., et al.. 


Defendants. 


SIRS: 


PLEASE TAKE NOTICE, that upon the amended complaint 
dated November 29, 1973, and all prior proceedings herein, the 
undersigned will move this Court before the Honorable Dudley B. 
Bonsai, in Room 128 of the United States Court House, Foley 
Square, New York, New York, on December 31, 1973 at 9:30 A.M., or 
as soon thereafter as counsel can be heard, for an order pursuant 
to Rules 9 (b) and 12 (b) (6) of the Federal Rules of Civil Proce¬ 
dure dismissing the amended complaint herein as to defendant, 

3i Company/Information Interscience, Inc., on the grounds that 
(1) plaintiffs have again failed to plead allegations of fraud with 
particularity, and (2) the complaint fails to state a claim 
against said defendant upon which relief can be granted, and for 
such other and further relief as to the Court may seem just and 
proper. 


Dated; New York, New York 
December 14, 1973. 


Yours, etc.. 


LEON, WEILL & MAHONY 


A Member of the Firm 

Attorneys for Defendant 
31 Company/Informat ion 
Interscience, Inc. 
Office & P. n. Address 
261 Madison Avenue 
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(FMed January 4, 1974) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROBERT R. FELTON and EDWARD 
J. EGAN, 


Plaintiffs, 


-against- 


WALSTON AND CO., INC., et al.. 

Defendants. 


73 Civ. 2200 (DBB) 


ANSWER 


Defendants Walston t Co., Inc., whose n^une has been 
changed to duPont Walston Incorporated ("Walston"), and Janes 
Nissan ("Nissan"), by their attorneys. Breed, Abbott & Morgan, 
for their answer to the second amended complaint herein: 

1. Deny each and every allegation contained in para¬ 
graphs 1, 5, 28, 29, 30, and 31, except deny knowledge or 
information sufficient to form a belief with respect to the 
allegations contained in said paragraphs insofar as they pertain 
to defendants other than Walston and Nissan. 

2. Deny each and every allegation contained in para¬ 
graphs 2, 6, 8, 9, 10, 11, and 12. 

3. Deny each and every allegation contained in para¬ 
graph 3, except admit that 31 Co./Information Interscience, Inc. 
("31") was and is a corporation with securities publicly traded 
in the over-the-counter market, that Walston maintains brokerage 
offices within this District, and that Marine Midland Bank 
maintains offices within this District. 

4. Deny knowledge or information sufficient to form 

a belief with respect to the allegations contained in paragraphs 
4, 7, 17, and 18. 












5. Admit, on information and belief, the allegations 
contained in paragraphs 13 and 14. 

6. Deny each and every allegation contained in para¬ 
graph 15, except admit that Walston is a Delaware corporation 
engaged in a general securities business with principal offices 
in the City, County, and State of New York. 

7. Deny each and every allegation contained in 
paragraph 16, except admit that Nissan is a registered repre¬ 
sentative licensed to purchase and sell securities upon the 
exchanges and over the counter, was a Vice President of Walston, 
and was a stockholder of 31 and a co-guarantor of a bank loan 
made to 31. 

8. Deny knowledge or information sufficient to form 
a belief with respect to the allegations contained in paragraph 

19, except admit that Brownstein was a securities analyst in * 

Marine Midland's employ and that documents bearing dates of 

May 17, 1971, June 8, 1971, August 10, 1971, and September 7, 

1971. relating to 31 and indicating that Brownstein is the 
autnor, exist. 

9. Deny knowledge or information sufficient to form 

a belief with respect to the allegations contained in paragraphs 

20, 21, 22, 23, 24, 25, 26, 27, 33, and 34, except admit, on 
information and belief, such portions of said allegations as 
contain information set forth in annual reports of 31. 

10. With respect to paragraph 32, repeat their answers 
heretofore given with respect to the allegations therein 
referred to. 

FIRST DEFENSE 

11. This action does not meet the requirements of 
Rule 23 of the Federal Rules of Civil Procedure and hence may 
not be maintained as a class action. 
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SECOND DEFENSE 531a 

12. The second amended complaint falls to state a 
claim against Walston or Nissan upon which relief can be 
granted. 

THIRD DEFENSE 

13* The second amended complaint does not comply 
'^^th the requirement of Rule 9(b) of the Federal Rules of Civil 
Procedure that the circumstances constituting alleged fraud 
must be stated "with particularity." 

FOURTH DEFENSE 

14. The claims asserted in the second amended com¬ 
plaint are barred by laches and by the applicable statute of 
limitations. 

FIFTH DEFENSE 

15. Plaintiff Felton, in connection with his trans¬ 
actions in 31 stock, failed to exercise such diligence and care 
as is required in order for him to recover his market losses 
from these defendants. 

SIXTH DEFENSE 

16. Plaintiff Felton, by his actions and conduct in 
connection with his transactions in 31 stock, has waived the 
claims herein asserted against these defendants and is estopped 
and otherwise barred from any recovery on the claims asserted. 

WHEREFORE, defendants Walston and Nissan demand judg¬ 
ment dismissing the second amended complaint, together with 
costs and disbursements of this action. 

Dated: New York, N.Y. 

December 12, 1973 

BREED, ABBOTT fc MORGAN 

By_ 

Member of the Firm 
Attorneys for Defendants Walston 
Cl Co., Inc. and James Nissan 
1 Chase Manhattan Plaza 
Now York, N.Y. 10005 
944-4800 
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TRANSCRIPT OF ARGUMENTS BEFORE BONSAL. 0 J 
DATED JANUARY 7. 1974 


DTp-i-^rCT cOUIiT 
SOUTHEiRIs' DZGTRICT OF NEW Y01U( 
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ROBERT R. FELTON, 


Plajotlff, 


W;a.STOM AND CO., INC., ct al.. 

Oafundants. 


73 Civ. 2200 


New York, New York 
January 7, 1974 - 10:00 a.m. 


iWFORE; 


-'KESENT: 


HON. DUDLEY B. BONSAL, 


District Judge. 


ROIiEi^T R. FELTON, Esq. 

WILLIS. Esq. 
IJ1LT:N KUNEN, Esq. 

•Jd.L? j 3 WINN, Esq. 
JEHOvD OSHINSKY, Esq. 
Sm-CK KECKER, Eao. 


• '-V / . . 


4 
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THE COURT: G«ji^lain«n, as I undsratand It, 
this Is a csrlss of notions to dismiss fir. Pslton's 
most recent complaint, is that right? i sort of 
gathered, from reading the papers, that Main Lefrent:;, 
the accounlymts are really seeking summary judgment. 

You are mo^'lng for summary judgment and I think the rest 
are moving to have the complaint dismissed on the ground | 
it doesn^t comply witti the rules. 

your motion is concerned, I want { 

to study the papers a little more. I think your point 

is tnat whatever they say about you, there is no basas 
tor any action — 

MR. KUNEN; That is correct, your Honor, i 
think an argument may be helpful, but — j 

HE COURT: I think I heard you before JinH j 

made natAifi of it before. It has not changed? ^ 

MR. KUNEN; It has not cheuiged, your Honor, 
except we have now simplified the issues because they 
have served an amended complaint, as your Honor has 
direv7ted, and in Paragraph 34 of this amended complaint, ! 
he has indicated A, b, c, d and e, the particulars, 

And chey are not properly stated, but he has indlcatud 
thr. ?ai clf.alars on i^Iilch he contends that the balance 
sh'^ot to,.- >-Jic tlscax yrar ending June 30, 1970 was improper, 

: , \ . f ; 00 (r T:-=p-rKi:«»r 
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and w« hava originally mada a motion to dismiss and now, 
pi^a<iicatad on tha omandsd complaint, wa hava sazvad a 
naw motion and put them both togathar. 

So, in reading tha motion papers, your Honor 
has, I take it, our black book, %rhich has all the exhibits, 
and you have tha original motion papers and now you have 
our notice of motion, which is dated December 12, 1973, 
and in that notice of motion we cegegorically, following 
the numbers of Paragraph 34 of his amended complaint, taka 
up each of tha specific items of tha amended complaint 
and point out to your Honor why wa say thay ore improper 
and ha has not stated a causa of action against rioin 
Lefrents. 

1 am preporjd to clarify it for your Honor 
and argue it at this time or any other time. 

THE COURT; Ail right. I think what I would 
rather do, I want to review tha papers on that. I did 
feel your position was a little different than tha 
other, and I would like to study it, and if I wont further 
argument, I will let you know. 

MR. KUNEN: I think I con be helpful and 
•^^•dite it for your Honor at any time. 

THE COURT; Thank you very much. 

Let's start with Marina Midland. Mr. Willis? 

;j0 imj; kn o'Si»?ici cawT repwtfrs 

I IfO /.TATES .'.OURT HOUSE 

1 N.;., »,/. iaX)7 telepmonc; OORtlandi 
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MR. I'HiLLIS: We have filed this motion to 
dismiss this latest version of the plaintiff's complaint. 

AS your Honor recalls, the plaintiff here 
brought some 3 I stock when it was cheap. He bought 
and sold as it went up, and he finally ended up with 
2,000 shares at the axid and then the stock went down. 

He then began suing people, including Marlie 
Midland, and after the lawsuit was commenced, came Into 

( 

possession of the so-called report on which he bases his , 

I 

claim against Marino Midland. • 

( 

t have not received any papers from the plain- j 
tiff in opposition to our motion. I understand one of | 
thj defendants received something in the mail this morning.‘ 
I don't propose to hold anything up, but — ’ 

THE COURT: I received a memorandum from the 
plaintiff — when did the plaintiff file thin memorandum? 

MR. PELTON: The memorandum in opposition to i 

I 

these motions was served on Thursday, the 4th — the j 

3rd of January, ratlier, and it was filsd on the 4th, ! 

which was Friday. 

ilR. HECKER: I never received one, your Honor. 

( 

Perhaps Mr. Felton mailed it — j 

HP. FELTON: It was mailed, your Honor. | 

I 

THP COURT: I think that explains it. You will ' 

! 

t 

- >.76'S ■ ;CH.JRT -oust ( 

'■ M.'i .V,. , (Xiory TTLEF'-OWP- I'fiaVi ■».4Con I 
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probably got it in due coursa. 


tm, WILLIS: Your Honor, my problems with the 

complaint, as it is now constructed, fall Into three 
categories. 

First, it violates the rule of this Circuit 
that .Zl.,.tloas o, ^ 

and ballef. hm:,, tha .ntlr. complaint 1. upon Infot- 
nation and belief. 

sacoiuily, as to Marina Midland, ha purports to 
lump into ona group twalva bants locatad throughout Naw 
York stata. H, u.aa tha catchall phraaa, -Marina Midland,- 
to covar Marina Midland Haw York, tha holding company, 
Marina Midland chautaqua, Tinkar National Bank, and so 
forth, n, doas this, i think, as an affort to cloud tha i 

fact that h, is m>t abla to allaga allagatlons with any ! 

spaclflclty against individual dafandants and h. U bopaful I 
soma way, somahow, an allagaUon will ba provabla a. | 

against ona dafandant and another daf«,dant will halp him j 
on some cthsr allegation. I think this is wholly ! 

improper, if he has a case against tha Marina Midland 
Chautaqua, he should s.t forth spaolflcally what that ' 

b^uik did which caused him any harm. ' 

$ 

Thirdly, your Honor, „a gat into his contlnuad 
cuuaral r.t..tamor.ts of wrongdoing. „a usas, again, tha 

I 

M V ifftTf, vp -TV ____ I 
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i 
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(. 
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.an. that ha ha. u.«J in th. prior eoaplainf 

of coninon sch«« „d f.ia, „d „ntrua and dacaptlva 
pracUcan, conspiracy, and so forth, without sattinq 

forth .pacifically in what raspact Marina Midlwid ha. 
d«fraud«d him. j 

In his charging paragraph of Coiuit 1, %#hich 
la tha only ona which riarina rUdland is involvad in. 
Paragraph 28, ha first goas through a numbar of paragraphs ! 
of individual conapiracias, A and B conapirad, C and D ' 
consplrad, a and c conspired, and most of thaaa have j 

nothing at all to do with Marine Midland. 

Then he gats down to tha last item, which is | 
Subparagraph F, where he claims that 3 I, the company, \ 

end Brodsky conspired and ach«nad with Brownstein and ! 

Nissan, <!ind then, as far as Marine Midland is concerned, j 
with tha knowledge and assistance and connivance of ! 

Marina Midland, and that is followed by lots of general \ 
ststaments, and then six items of so-called specifics. 

I 

These are the specifics, I assume, of which 
Marina Midland had scma knowledge or did something to ! 

eld, conspire, connivs. without making clear what it is | 

Marina Midland supposedly has done. ? 


, The first item, it says, "dacaptlvely and 

falsely delayed tha flnancxal terms of the aforesaid 



i.r» 
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•r OfSTJ.'ICT fTOU.? ' RfPOR rtPS 
■rn EIf STA fEi COURT HOUSE 
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llc.n« Th.r. U » .^at.- 

m«>t her, «. to in whet r..p.ct Merln, Mldl-wJ., fport. 
Which of cour.. F.lton n,v«: saw - i„ „hat r«p«rt: 
that report was false or was mlslwdln,, and there i. 
hothin, to suggest that the report did anything but copy 
from published material that 3 I had put out. 

The second Item Is that It deceptively under- 
Btatei the 3 I loss of earning, for fi.c.1 1,70. Thi, 

is one not erplalnes. but from ,ir. Felton’s deposition 
I hnow What he has In mind there: The report which ...rlne 
Midland employees prepared set forth the io,«i. for 
1970 In two parte. The loss we, m part fr« continuing 

op«-.tions and in part from a non-r«=„rrlng loss of 
$149,000. 

Then, on the first page of the report, there 
Is an abbreviated «:rnlngs loe. p«: .hare and Hr. 

Felton Objects to the fact that the figure of 25 c«,t. j 
a share did not reflect the non-recurring earning, lo.e, ! 
which he may object to as . way of pr.e«,tlng It, but | 

tlie fecta ware there. I 

The third item that ha complains of la that I 
It decoptively grossly overestimated unfounded 3 1 ' 

earnings for 1971. .nd there U no <n...tlon that the | 

write. Of tf.la report thought the company wa. ,„1„, to do ’ 

i 

! 

- t I V l.JXr/ ■EI.EPHO.I.- fr»T. n«r.r I 
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a lot hmiLtmr than It did, but that is not fraud. 

Ths fourth itsm is that ha dacsiptivaly grossly 
ovarastimatad unfoundad 3 I aamings for fiscal '72, which 
this report did. They axpactad tha company to do wall 

tha next year as wall. But, again, I submit that is not 
fraud. 


! 


i 

I 

t 

I 

1 


The fifth item is dacaptivsly stated a prica- j 

1 

earnings ratio for ths 3 I common stock. Wall, this is 

I 

repeating the previous one, bacausa if you over— i 
estimate ths aarningt*, then ths prica-aamings ratio 
will he.ve to follow. 

Finally, that Marina Midland continued to 

t 

racoinratsnd tha 3 I stock despite Mr. Brownstain's receipt 1 
of a letter of disavowal and error. Certainly Mr. i 

Brownstain received a letter from Mr. Brodsky, than I 

president of 3 I, which said that 3 I of coxirsa proparly ! 

could taJea no position with respect to earnings for tha 
future, but Mr. Brownstain continued to feel tha company 
was a good buy and continued to recommend it. Again. j 

this is hardly fraud. ; 

I suggest, your Honor, that Mr. Felton has 
not complied with tha rulings of the Court with raspiict 
to th« last complaint -uad that tha motion to dismiss j 

this complaint should ]}S granted. ! 


1 COiJR"' ■?eF‘ORTERS 

’ SI ^'.TATFS COURT HOUSE 

I ' I'/AUHfi fsj.v,. y, 1000/ TELEPHONfc CXlRTLANCt 7.4580 
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THE COURT: Mr. Winn? 


MR. WINN: Your Honor, I roprosoni: th« 3 l 
Company and thar. is nothing much morn I can add to what 
iir. Willis said. 

the COURT: All right. 

MR. WINN: Thare would b« no purposa in going 
through ths soma thing. 

THE COURT: !lr. Oshinsky? 

MR. OSHINSKY: I raprasant tha dsfandonts 
Riasanbach, Elias and Shar. 

I would lika to point out I adopt Mr. Willis' 
argumant. with raspact to tha impropriaty of tha 
allagationa of fraud and ganaral allsgatlons of wrong- 
doing and amphasizs that 99.9 par cant of this complaint 
has nothing to do with thasa thraa dafandonts. Tha 
Sola charging paragraph with raspact to dafandonts 
lU-asanbach, Elias and Shar is Paragraph 28-E, which 
contains general statamants and ganaral blandishmsnts 
about deceptively dacloring, conspiring and schamlng, 
ate., and with respect to that we adopt Mr. Willis' 
arguments and point out this is on improper framing for 
a pleading and should be dismissed and thasa dafandonta 
should not be further dragged into conspiracy or allagatloi 
of conspiracy that have nothing to do with thorn. 

^ f ::.vj c IS fp!('r CC*JRT REPOR'i ERS 
•i‘y iT Vrt'.S HOJJS; 

N.v . fbY. 'TELEPHONE; CX]R‘''U-..J0T 7.4!W> 
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MR. KUNE»5; Youx Honor, on bohalf of Main 
Lofrantz, I mova to diemlss, in addition to sunoary 
judgmc-at. 

THE COURT: I undarstand. in addition, you 
ara saying if it isn't dismissed, you are antitlad 

summary judgment. ! 

) 

MR. KUNEN: Thank you. ‘ 

i 

MR. IIECKER: Your Honor, I rapresant Stichiting ^ 

Excarpta Medica Foundation, together yith ! 

three other Dutch companies which were at that H"«e its ; 
subsidiaries. 


The three subsidiaries have pending baforo your | 
Hcnor a motion to dismiss for lack of jurisdiction, and j 
Sfcichtlng Excarpta Madica joins with the other defendants ’ 
Ir. making this motion to dismiss for failure to comply j 

f 

with tha rules. j 

( 

It is alleged that the oua-tlma subsidiaries j 
ot the moving defendant, Stiohtlng, sold a data bank to 
31. It is alleged that the data bank .was worthless. 

I 

Somehow, this allegation imposes,allegedly, liabllll:y ! 

on thii parent, which didn't even make tha sale, on tJie | 
basic of a further allegation that it conspired with 

* 

3 I to inflat* the valua of 3 I's stock — I'd bettnr I 

read this, because I can never ramamber it — "to anhanca ! 
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th.e £in.^oial afetor.«:.>t by th. us» of a worthl... dati 

banJt, and "conspirad and acharad to dacaptlvaly uUlla. 
inflated, rastrlctad stock." 

Now, I raally can't attanpt to translata that 
or paraphrasa It for your Honor bacauaa I don't know 
what It ia aupposad to maan, but aa 1 undaratand tha 
threat of the allogatlona agalnat Excerpt., It la that 
ita aubsldlarlaa .old a data bank for 31 atock and 
that aomohow that ia a wrong. 1 £.11 to paroalva It. 

THE COURT: Hr. Palton? 

tm. PELTON: I would like to apeak for Juat 
mi'aalf, firat, aa to tha ramarka of Hr. Hacker. 

I baliava Hr. Hacker, if ha read ooiaplataly 
from tha Charging allegation, that particular paragraph, 
h« would gat a bettor idea of «taotly what tha thruat 
or tha charge againat Excarpta Hadlca la. I may aay 
thla parenthotlcally, that in tha motion of the aub- 
Bidlarlea and in tna reply, which waa not argued, which 
waa aubmittad, th. fact ia that th. par«.t controllad and 
Incisinnified this agreeinant. 

This particular charging paragraph of this 
complaint stated that the conspiracy was the use of a 
A/orthloss data bank, stated as an asset, equivalent to 
62 per cent of the balance sheet assets of 3 I, and tHat, 

y>-' i-| 4, ';;!r>K j ..CLV) «eP(«ifcr’.S 

'• ■:l Si’ATEI'CXJRTHOUSif 

O-WP- -i.v 4 '. inno-v iptro««.,r ___ 
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further, tha asaat, tha 02 par cant of tha antira 3 I 
Co. balanca ahaat aasats was — 

THE COURT; What doas that hava to do with 
Excarpta Madloa's parant, this particular dafandant? 

tlR. FELTON: The moving dafandant in this 
particular case happans to ba tha parant, your Honor, 
but ^4r. Hackar suggastad that tha agraamant was batwaan 
tha aubaidiarias and 3 I, but I say that tha fact is 


! 

i 

» 


( 


i 

i 


f 


that tha 3;adainnification agraamant brought 3 I 
tha aubaidiarias togathar with tha parant for this 
particular portion of tha conspiracy. Tha fact of tha 
is, ttia stock usad for thasa assata wars 
Mvmr rapurchasad and on tha 3 I Company balanca ahaat 

i 

THE COURT: I will tall you what is botharing | 

J 

ma: lAt's assuma tha data bank was worthlass -- I will j 


start with that assumption — and tha data bank was said 
for stock; right? 

MR. FELTON: Yas, sir. 

THE COURT: And I can saa that would ba a j 

i 

charga of wasting assats, or ona thing or anothar, against | 
tha roanagamant, but why doas that bring aithar tha parant | 
tha subsidiaries into what you call a conspiracy? ■ 

MR. FELTON; Bacausa, Sir, tha fact is that tha 
stock was navar avar rapurchasad according to tha j 

OitTRiC" COURT REPOR-^ERS 
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that r«,uir.d r.purch„ln, In th. 

1472 10 K, lndicat4ui In thl» — 

THE COURT: «h.t 1. th, .«.ot of th. .took 
not balng ropurchasod? 

HR. PELTON: Th. foot i. 3 I ..Ifl, 

roporoh... th. ooDtr.ot .t 515 . .h«.,- .„d thoy 
did - - 


pnopla? 


the COURT; ifhy doaa that bring in tha 


MR, PELTON; Do you -« 


othar 


the COURT: Except. or tho.. poopl. 

with thasa funny najnas. 

HH. PELTON; Thay took a small company and built 
t up to doubling tha assats and navar intandad -- 

the COURT; I want you to tall ma, if thara 
is a conspiracy hara, how ara all thasa outfits witli 
tha funny namas in tha conspiracy? j 

Lafs assuma thay sold a data bank that was 
worthlass — 

f 

HR. FELTON: L.f. thoy n-v« xMliy 

.old . dat. bonk, th«r. ».. „o data bank to bo .old, 

bocaus. if th«. „a., o. would hav. had .took and .aid 
to tha paopla — 

the COURT; I thought you said thay did eoII a I 

'OiTI-PRt'' D(STRJ:.t court REPORTFRS 

-P>, t ^ D STATES COURT HOUSE 

* 0 LL. SUUARF: N.Y. Y lfrv>T t«ti _ .. 
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data bank which was worthlass and which was shown on 
ths balanca shaat at a vary high valua, sonathing lika 
60 par cant of tha assata? 

MR. FELTON: That's right, thara was window 
drassing on tha balanca shaat. 

THE COURT: Hhara ara tha paopla with tha funny 
namas involvad in that conspiracy? 

f4R. FELTON: Thay allowad thamsalvas to window 
drass tha balanca shaat. 

THE COURT: Thay wantad to gat rid of tha 
worthlass data bank and got soma stock? 

MR. FELTON: Thay navar askad for monay for tha 
stock, thay allowad tha stock rights to tarminata. 

THE COURT: Mayba thay wara gambling on tha 
stock, thought it would go up. 

MR. FELTON: In 1972 tha stock had cartaln 
valua and thay allowad it to go to 25 cants a shara and 
navar assartad thair rights. 

THE COURT: Wa gat casas all tha tima of paopla 
who buy stock and lat tha valua go do%m. It has baan 
happaning racantly quita a bit. 

Is that a conspiracy? 

r-lR. FELTON: This is 30,000 sharas of stock 
thay had a right to ask for at $15 a shara. 


STHJfHERN OISTRJCT COURT REPORTERS 
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THE COURT: I just Wanted an answar to the 
question as to what the role o£ these other people was. 

I, MR. FELTON: I want to come for a moment to the 

accountant. Main Lefrenta. in this particular motion 
before the Court, Main Lefrentz Is arguing In the 
|| alternative, on the one hand they say there Is no 

• particularity, but, on the othor hand, they are asking 

I for renewing their position for a summary judgment. 

'• They w.^nt summary judgment because there Is no 

genuine issue as to a material fact. That has been 
argued before and an addendum Is in the papers before the 

court, but I say this: if as each one of these gentlemen 
said -- 

THE COURT: I think Main LePrents, althougi 
they join in the motion to dismiss, their argument is 

fJ.,y h.». .n.w.red In th. p.p«-s .lu.jntlnr. about i 

thum aid, in any avaot, you hav. not ..tabllahKl any kind i 

I 

of claim against them. 1 

MR. FELTER: They are attacking the specificity 

of the particular claim — i 

! 

THE COURT: They are more than attacking t-ie j 

I 

complaint — j 

MR. FELTOM: My argument Involving the Mai.i ; 

x.ei:rent^ company - Section 34 states that as far as | 

I 

-’NI r.i'' :0,ir;T PER.'.V ( E!-?:. * 

^ '"i i‘’ES .:0«fRT HOUSE • I 
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tha cartiflcf in 197.., and th. not.., th.y ^ 

dlaclo.. th. 3 I Co. sab.ldiuy, Solmtlflc Litu.tor. 
corporation, and th.ir .aming,, for fiacal 1970, and 
th«r. wa. no b..i. for 3 I*, opinion that th. .ub.idiKy j 

weald achinv. th. n.c.s«ary umingi to .npport th. ! 

% 

amended agraanuuit. i 

By arguing this point, I will tl. it into Hona- 
thing .rgu«l by Marin. Midland. I don-1 want to .ay that ! 
th. thrust of my obj.ctlon to th. summary judgsant r..ts ! 

only on 34-E, but 1 said bafor. th«. ar. gonuln. losua. | 

of fact as to »,.ry allngatlon as to Main I..fr.ntr. 

What I hav. don., I hav. s«,t along with this oppo.llion 
m«»rnndum soma .xhlbits, among which la - 

THE COURT: I saw that. I will r«d th. .Hhlbit. 

I 

You nMd not road thorn to ms. i 

HR. FELTON: vihat I say tlM into on. of tlM 
srgum«:ts Mr. Willi, propoaad thl. morning, «ul that 1. 

ss far as ploading upon Inforemtlon and b.ll.f, and uo 
forth — 

TIUJ COURT: ic'ra not worried about that. Don't 
worry i^bout chaf. I'm mora worrlad about tha othar 

poiMtB raisad. in ail thaaa paragrapha thara la laivruaga 
about conapirad and schamad to ao-and-ao. Involving 

dlffarant paopla, an.l thara Is not much of a factual 

■Y»*i -Ir-f. , n .a;PT REFfDP'f*!-?*: 

-• 71: •< a!RT HOUSE 
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b«sls. That 1. puraiy a conolusory .tatamant. 

MR. FELTON: Lat ma point out tha ona point 
Hr. Willi, gioaaod ovar, and that la Paragraph 28, 
subparagraph F, subaaetlon 6, and I wlah at thl. point 
to apaclfioally rafar, IF I may, to tha lattar of 
diaavowal of Juna 23, 1971, "xhiblt c, mvI alao to tha 
bullatln of Hr. Brownstaln, Exliibit D. 

In that particular aubaactlon I statad that 
tha ,urlna Midland Bant and Brownstaln fr.udul«,tly 
contlnuad to racomnand tha financial aspacts of 3 I co. 
daspito Brownstaln-a racalpt of tha Brodsky lattar of 
disavowal. That la Exhibit C. 


I also Indicatad in my mamornndum a portl in of 
tha tastimony of Mr. Brownstaln whan ha racaivad thl. 
particular lattar from Mr. Brodaky, -.Just as I was 
stunnad by tha lattar, i triad to raach Hr. Brodsky for 

thraawsaks. Ha did not ratum my phona calls. wh«, ha 

finally did, it was a Jong dlstanca call and I was, you 
know, upsat about that Isttar. I said, •Wall, what 
about tha lattar?* Ha said, wall tha attornay suggaatad 
that ha do that but to forg«: about It, don't show it 
to anybody and throw It away.- Ha didn't show It to 
anybody for at laast two months, but ha wrota a bullatln 
on august 8th «.d In tha bullatln ha statad, «:„n, othar 

' '* CORr'.ANOT 7.45^ 
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things, "Sines nothing has changad fundanantally, ws 
would suggest rereading our May 17th report.” 

Mr. Willis said something to the effect 
that I never read the report, but I have covered that 
in my papers previously and also in the papers to them. 

Firstly, in the complaint it was alleged 
plaintiffs received it, both myself and Plaintiff Egan 
raceived the report. It 4.8 true, I didn't receive the 

i 

report to my last purchase in June, but I say this, and 

j 

I testified under oatii at my deposition, that I was I 

told about this report and also told that the bant was 

I 

purchasing this stock prior to my purchase, and that ! 

was one of the bases of my reliance on the purchase of I 

i 

stock that particular last time. Everything that Mr. j 

Willis said as far as the fact that this was information j 
received by rir. Bxownstein and this was all public ; 

I 

records is damning on the basis of the letter he 
received June 23, 1971, and as I specifically stated j 

in Paragraph 6, although Brownstein had the duty to j 

communicate his bulletins, the adverse information j 

I 

contained in Brodsky's letter, Brovmstein felled to do j 
so and continued to induce the purchase of 3 I Co. stock, i 
Now, I say tnls respectfully, your Honor: 

There were certain casat' cited by Mr. Willis in his moving. 

i 

f 'o:jp r :-{Obse 
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memorandum, and one of tham was ths cass of Hsart 


Oissass Ueaearch Foundation against Gsnsral flotors, 
whsrein I axcarptad tha quotation tliat tha Padaral Fulas 
permit statement of tha ultimata facts. l rsspactfully 
suggest that is what this particular complaint was. 

Ihls complaint was navar e^-tackad for particularity 
by any of these moving dafandants, whan originally 


presented to them, after thalr original motion on the 
original complaint. 


THE COURT: Yes, I have that in mind. You 
mentioned that. 

MR. PEITOii; The basis of tha two motions mads 
subsequent to that was for purposes of adding in the 
iiarina Midland Bank subsidiaries, and tha question was 
asked, would I be allowed to ask them, and I baliavH 
tha Court's direction was that I was. 


I 

) 

I 


j 


I believe the direction of the Court in its 
motion to dismiss the complaint, original amended com¬ 
plaint, was requesting a short and concise plain 
statement which is, according to Rule 8, of course 
with the specificity required by Rule 9 -b. i don't know 
where there could be any more specificity against Marine 
rudlax*d than what has been alleged in the c*ibsectio:i8 
of Paragraph 28, and r further state — 
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THE CCXJRT: L«t m* say this: I think thlr 
complaint Is quite an Improvaraant over tiia last one 
and you did a lot of things I wanted you to do. I have 
trouble sifting It out because you do continue to use 
all these words, "conspired," "schemed," and all that 
kind of thing a good many t-lxoas. 

There Is another thing that makes my problem 
and that Is your brief where you carried 
ovor these fraudulent motives to the lawyers for the 
They are members of this bar, just like 
you are, and I don't think It helps to use the words 
In a brief about your opponents, "spurious," "hypocrltlc 
ally,""obviously tailored," "Sullivan and Cromwell 
attempts to confuse," and "Sullivan and Cromwell has 
for Its own purposes distorted the facts"; and that 
makes my llf» difficult. 

I will sit down again %rlth your complaint and 
consider it as to each of the defendants and see whether 
I find if I can allow it to stand. I will do that nxtd 
I will give you, as I must, the benefit of the doubt. 

MR. FELTON: May I ask one thing, your Honor, 
In defense of perhaps my hasty statements? 

THE COURT: It was just a question of your 
language, which makes my life very difficult. Thera is 

:iOUTVlF.W' DISTRICT COURT REPORTERS 
>.TEL» states court HOUSE 
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a lot of that. 

im. FELTOa: itay 1 ,»y ^ thing., your ISMwr? 

THE COURT: Go ohMd. 

HR. FELTOH: Firstly, on Fog. 7 of tha ncvlng 
m«w.rundum of Sullivan and Cronwall, th. la.t lino, 

■ad nau..a," maybo th.:- prlolti«j „ .lightly, my .pin., 
but thara It was. On Pag. 7 h. said, "Th, only fact 
to which plaintiff can point Is th. prlc. of 3 1 .took 
daclinlng following hi. final puroh«i.," and I say 
this r*.p.ct.fully, th,r, ar. mor, fact. .ll.g.d than 
that particular fact b.oau.,, .pacifically, th. cotiplalnt 
Indloatos th. stock was substuitlally and artlflclrlly 
IncrMsod In prlca, and a statMsant as bald as that, 

I think that is not cricket. 

MR. kunen: Your Honor, th«. wa. .omathlng 
about this sactlon 34-c of th. complaint «>d I would 
Ilk. to show your Honor th. grant l«,gth. that h.v. 
be.n gon. to to withhold Information from your Honor, 
on Pag, 34 -e, which Mr. F.lton talk«i about, h. said 
that th. balanc. shaet roport f.ll«i to dl.olos. that 
th. 3 I Company subsidiary, Sclantlflc tltaraturs 
Corporation, sustained a not urnlngs loss for th. 
fiscal y,ar and thar. was no basis for 3 I*, o pt.:.,. 
that 3 I could achieve the necessary aarnlngs to 
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support tha amanded agraamant, and in tha footeotaa to 
this balanca shaat it. statad as follows, and this is 
a balanca shaat as of Juna 30, 1970, and somathing 

which is coimnantad on bacausa it occurrad aftar tha 
audit period: 

"Tha company stated that on Hovambar 2, 1970 
tha company amandad tha agraamant wharaby it acquirad 
Sciantific Literature Corporation, a wholly owned 
subsidiary. Tha amended agraamant ralaaaad tha company 
from certain restrictions in ragard to tha oparation 
of SLC and requires tha company to issue to 
tha former shareholders 44,800 shares of Class A common 
stock which have bean or could have bean earned con¬ 
tingent upon earnings of SLC. These shares are rafljctad 
as outstanding in tha accompanying financial statamants. 
In tha opinion of tha company, SLC will achieve tha 
necessary earnings which would have entitled the sellers 
to achieve these shares under tha original agraamant." 

That agraamant is attached as Exhibit C. 

Your Honor, there was no loss, there was a 
charge by the parent to tha subsidiary, rhm loss wai 
$1,100 aftar the parent charged $82,000, but, more 
important, this consolidated report showed a loss of 
$550,000 and so what was withheld was this thaoratic-el 

I 
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_ - QPIU.IOHI OF tHE COURT BELOW 

(FJJed March 29, 1974) 

UNITED STATrS DISTRICT COURT 
SOUTHERN DISTRICT OF NEtl yORIC 


ROBERT R. FELTON and 
EISZARD J. EGRN, 

Plaintilld, 



-against- 


VZRLSTON AND CO.. INC.. JAIIES NISSAN, 
lARIlTE mDIAtn) lANKS. INC.. t^RINB 
lUDIAND BANK - WESTERN. I>ARINE MZDIAND 
EAKi; - NEW YORK. lARINE MIDIAND EAIW - 
RCCSESTER. lAiaiTB MIDIAND £Am< - CENTRAL, 
I-IARIITE MIDIAND BAOTC - SOUTIERN, fARnjE 
MIDIAND BANK 07 SOUTHEASTERN 1TE17 YORK, 

II.A.. 1-ARINE MIDLAND EANK - NORTHERN. 
lARINE MIDIAND BAin< ~ EASTERN NATIONAL 
ASSOCIATION. t-ARINB 14IDZAND EANK > 
CHAUlAQia, lATIONAL ASSOCIATION. MARINE 
MIDIAND TINIOai KATIOI^L EANI^, DREyFUS - 
lARINB MIDIAND, INC., JOEL BROUNSTEIN, 

3 I CO./IKFOR^ATIC:T INTBRSCIENCE, INC., 
GERALD L. BRODSICY, FAURICE BRODSICY, 

ARTHUR W. ELIAS, lARVIN S. RlESEiTBACH, 
lAKVIN SCHILLER, HIVING H. SiffiR, 

STICEiTIHG EXCERFTA HBDICA ( EXCERPTA 
FSEDICA FOUNEATION), MEDISCHE REPERATAN 
(IDXERPIA MEDICA) H.V., INPONET (EXCERPTA 
MEDICA - RESCCja) N.V., ELTRAC (INFONET) 
H.V., PETER MARREN, FAIN lAFRENTZ AND CO., 
FRED VOW EUGEN, S. KIM KESSLER and 
GERALDINE’ KESSLER, 

Dafendants. 
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Appearances: 

ROBERT R. FELTON, ESQ. 

. 42 Third Avenue, MineoJa, N.Y. 11503 

Attorney for Plaintiffs 
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ORDER AND MEHORADUH DECISION OF THE COURT BELOW 
■' ' (Filed March 29, 197^) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NE\J yORK 




ROBERT R. FELTON and 
EDSiARD J. EGAN, 


•against- 


Plaintiffs, 



liALSTON AND CO., INC., JA14ES NISSAN, 
tARZNB HIDIAND BANKS, INC., NARINE 
lUDIAND BANK - V7ESTERN, ^ARINB HIDIAND 
BANK •> NEXT YORK, laRINB FilDZAND BANK - 
ROCHESTER, lARUIE HIDIAND BANK - CENTRAL, 
lARlNB HIDIAND BANK - SOUTHERN, MARINE 
IHOIANO BANK OF SOUTHEASTERN tUZt? YORK, 
U.A., FIARZNB MZX3XAND BANK - NORTHERN, 
iARlDE HIDIAND BANK - EASTERN NATIONAL 
ASSOCIATION, EARINB HIDIAND BANK - 
CHAUTAQUA, NATIONAL ASSOCIATION, FARINE 
FODIAND TINKER NATIONAL BANK, DREYFUS - 
lARINB HIDIAND, INC., JOEL BROUNSTEIN, 

3 1 CO./INPOR^aTICN INTERSCIENCE, INC., 
GERALD L. BRODSICY, MAURICE BRODSICY, 

ARTHUR ni ELIAS, lABVIN S. RIESENBACH, 
>ARV1N SCHILLER, IRVINO U. SHER, 

STICETING EXCERPTA HBDICA ( EXCERPIA 
HEDICA FOUNDATION), f^ISCHE REFERATAN 
(EXCBRPTA ElBDICA) N.V., INPODET (EXCERPTA 
HEDICA - RESCC2ZA) N.V., ELTRAC. (IKFCHET) 
N.V., PETER XtARREN, f5AIN IAFRENT2 A’OD CO., 
FRED VON EUGEl], S. KIM KESSLER and 
GERALDINE KESSLER, 

Defendants. 


in 
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BOlTSaL, D. J. . ■ 

i 

Defendants Main Lafrentz & Company ("Lafrenta"), larina 
Midland Bank-New York {“l-iarine Midland"), 3i coropany/lnfonsation ‘ 
ZnterBCiense, Inc. ("3i Co."), Stiehting Excerpta Msdica (Eiraerpta \ 

i 

Hedica Foundation)("Stichting’O » Joel Brownstein, Arthur W. Elias, ■ 

• i 

Karvin S. Rieseribach, and Irving H. Sher, move pursuant to Rules \ 

9(b) and 12(b)(6), Fed. R. Civ. P., to dismiss the amended com- ! 

: • 

plaint (filed on November 29, 1973) as against them on the grounds 

• >. 

that it fails to allege fraud and conspiracy with sufficient par- • 

* .** *• 
t,icularity and on the ground that the complaint fails to state a 

claim upon which relief can be granted. In the alternative, 

Z<afrentz moves pursuant to Rules 12(b) (6) and 56, Fed. R. Civ. 

■' ! 

for summary judgment. Defendants Medische Referatan (l&ccerpta * 

. I 

Kedica) N.V. ("Kedica"), Infonet (Excerpta Mcdica-Rescona) N.V. 

$ 

(“infonet"), and Eltrac (Infonet) N.V. ("Eltrac"), move pursuant 
to Rule 12(b)(2) and 12(b)(5), Fed. R. Civ. P., to dismiss tlw 
coraplairtt against them for lack of personal jurisdiction and for 
insufficiency of service of process. Plaintiffs move for an order 
permitting this action to proceed as a class action pursuant to 

Rule 23, Fed. R. Civ. P. 

‘ Plaintiff Felton, an attorney. Instituted this action 

ETC s. on nay 17, 1973. On July 30, 1973- the Court granted defend¬ 
ants. motion to dUaiss the complaint, but granted the plaintiff 


rv-*v3iJiiCE 








Pelton leave to serve and file an amended complaint, which he did- 
Thereafter, plaintiff sought leave to file two additional amended 
ccmplaints. on Eoveniber 19, 1973 the Court granted plaintiff 

t 

leave to servo and file a "final" ^.:ended complaint, which he 'did 
on November 29, 1973. It is this complaint, which added Mr- Egan 
as a plaintiff, to which the present motions are addressed. 

The amended complaint alleges that 3i Co- is a publicly 
held Pennsylvania corporation which issued common stock sold to 
the public in the over-the-counter market; that defendant Walston 
& Co., Inc. ("Walston") is a Delaware corporation engaged in tha 
stock brokerage business and was a dealer in and sade a market for 
3i Co. common stock; that Marine Midland and its various sub¬ 
sidiary banks located in New York state traded in 3i Co. common 
stock; that Stichting and its subsidiaries, Medica, Infonet, and 
Eltrac, are Netherlands corporations which agreed to sell an 
allegedly worthless data bank license to 3i Co. for 46,666 shares 
Of restricted, legendsd stock; and that Lafrents is a partnership 
engaged in the business of accounting. The amended complaint 
alleges that defendants have "engaged in acts, practices and 
courses of conduct v/hich constitute violations of Sections 10(b) 

f 

and 20 of the Securities Exchange Act of 1934 ..., the statutory 
la;/ of the State of Nev/ York and principles of common law." 
However, v/hile the amended complaint alleges that plaintiff Felton 
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T 

haiS been "both a pxurchoser and a' seller of comnion stock, class A,- 
issued by defendant 3 Z Co. [sic] and is at present a holder of 

t 

2,000 shares* and that plaintiff Egan (who is also an attorney) 
was "the purchaser of 200 shares of 3 Z Co. [sic] consoon stock. 
Class A," the amended complaint dees not allege v;hen the shares 
were purchased nor at what prices. Jurisdiction is alleged 

under 15 U.S.C. § VSaa and pendent jurisdiction.' 

The amended complaint contains two counts. The first 

count alleges that all of the defendants except Lafrentz engaged 
in a "common schema and a common coxirse of fraudulent action to 


'vU 
• ;* 






■i 

wilfully, directly and indirectly, defraud and deceive plaintiffs" • j 
by presenting to the investing public a false and inflated present 
and future financial picture of 3i Co. as ar. expanding company 
making "major viable acquisitions." The second coxmt alleges that 
Lafrentz participated in the alleged fraud through its certifica¬ 
tion of 3i Co.’s 1970 Annual Report. In particular, the amended 
complaint ir»akes the fol larking allegations in Count I: 

1) that 3i Co. and defendant Gerald Brodsky (allegedly "tha 


chief (3i Co.) Officer and Director") conspired and schemed with 
others to purchase and use a "worthless" data bank license to en' 
hance the financial statements of 3i Co.j 

f 

‘2)- that for "fiscal year 1970" the 3i Co. balance sheet 
understated liabilities of the company by §150,000; 
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3) 'tha't in connection with an amendment to t:ha B9reemenh ' ' * \ 

■ 

vhareby Scientific Literatvirc ConsuXtanto, Inc. was merged into 
Scientific Sitarature Corporation ("SIC"), a 3i Co. s\:bsidiarv^ 
certain defendants falsely stated that SIC had attained “the 

necesaary profitability" in 1970 whan in fact it had sustained ’ ir 

, * , 
a net earnings Icssr > 

' ; -t /•. 

4) that dsfendanta falsely declared to t.ia public that - ' • *4 

cottsia purchases of assets were "luajor vl?*le acquisitionCsJ*. ' *^ ¥-3 

; ■ when in fact they ware not; -•• 

• ‘ »*. l i*.h 

‘5) that defendants, through the Reports end Bulletins of ■ ", 

, ' • 4 

' defendant Brownstein (a securities analyst employed by Harina ^ ^ ^ 

♦ 

Hidland), understated earnings for fiscal year 1970, fiscal yeaxv •| 

1971, and fiscal year 1972, and deceptively detailed the finan-, 

« * . * 
cial terms of tha data bank license agreements; and 

6) that defendant Bra.»nstein failed to disclose tha infor- . ^ 

nation he received in a letter addressed to him from Brodsky 

dated June 23, 1971, which letter stated that 3i Co. could not 

be responsible for the accuracy of future earnings projections. 

With respect to the motions to dismiss the amended 

ccmplalnt for failure to allege fraud and conspiracy with parti-. 

oularity. Rule 9(b), Fed. H. Civ. P., requires that the plaintiff 

m 

sot forth the specific facto and clrcurastancos which he alleges 
constitute fraud. As the Court of Appeals said in Seqal . y ^ 


% 
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Gordon » 467‘’P.2d 602, 607 (2d Cj.r« 1972): 

I 

"'Mere conclvusory allegations to the effect HBt 
defendant's conduct was fraudulent or in vlalftilion 
of Rule lOb-5 are insufficient* [citing v. 

Shearson, Harn!niil& Co. , 448 F.2d 4^*2, 444 (SdCir. 
1971)); '... there must bn allegation of faUto [in 
a complaint under Rule l(n?~5] amounting to dkn^ption 
in one form or another.' (citing O'Neill tytag , 
339 P.2d 764, 768 (2d Cir. iS64)J." 


In discussing the rationale behind this rule« the ODurt of 
Appeals said: 

"Rule 9(b) *s specificity requirement stems ant only 
from the desire to minimize the number of strike 
suits but aloo more particularJy from the desire to 
protect defendants from the harm that comes to their 
reputations or to their goodv;ill when they are charged 
with serious wrongdoing." 467 P.2d at 607* 

Because allegations of fraud cuade against accountants and others 

whose business depends on clients' trvist and confidence can 

threaten their entire professional status. Rule 9(b) requires 

that plaintiffs set forth more completely than in an ordinary 

complaint the factual circucnstances that allegedly entitle them 

to relief. See Frazi er v. Stellar Industries, In^ ., 72 Civ. 

Civ. 2829 (C.D. Cal. memorandum opinion filed November 15, 1973). 

In light of the above, the Court finds that the amended 

complaint here docs not meet the requirements of Rule 9 (b). 

While the plaintiffs proceed pro se, the Court notes that since 

both are attorneys, the pleadings herein v;ill be held to the same 







stantera as it the plalstiffs were represented by ceunsel. 5 ,,. 
aaended coaplainfs aUegation. are eade "on Information and be¬ 
lief." contrary to Rule 9(b). Segal v. Gordon , supm at 608. ' 

The anended conplaint does not eet forth the dates on which 
either of the plaintiffs made purchases or sales' of 31 co. stock 
nor does it state whether the plaintiffs relied on the stateaents' 


and declarations alleged to have been false and misleading. 

While the amended complaint alleges that defendants made mislead- 
ing statements", "conspired and schetnod”, "aided and abetted" 
each other, and “deceptively declare[d] to the investing public" 
that 3i CO. had made "maior viable acquisitions", these stated 
taenta and declarations are not identified nor particularized as 
to when they were made, to whom they were addressed, or whether 
they affected or related to transactions in 3i Co. stock. Nor 
do plaintiffs allege in what respect the declarations and state- 
ments were false, misleading, or deceptive except to make con- 
elusory allegations such as, for example, that the data bank 
license purchased by 3i Co. was “worthless" and that the defend¬ 
ants "approved, autliorizcd and/or acquiesced in the fraud perpe¬ 
trated upon plnintitJ and lIi? Class." ji.ice plaintiffs have had 

a'upio prior opporL)\r.ity to fraue a co:.-.plaLi.i: roeetinj tha require- 
. , ’ 

.nent-j of 'lu'o 9 (o' , ;*<:r‘.i-: Ln-j a furt’ior opportunity to amend the 
coriplolr;t would o.iiy ror -o de'ay tnc uitiiTiate disposition of 
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this action. Aceoialngly, aelendants- motion, to alsnl.. th. 
amenaea complaint are grantea, without leave to amena.* 

It is 60 ordered. , 




U. s. D. j. 


r Because o* fi^^f.tf^rtfairegrlirua 

amended complaint fo* ^ reach the motions to dis- 

with particularity, ’^•’e court doe. not reac^_^ 

miss for lacJc of personal . f class action deternlna- 

judgment. With plaintiff felton, though an attorney, 

tion, the Court notes P ^.^orierce has been in the 

is a single practitioner securities litigatione It 

•negligence field," rather «j.hlbit 8 at a deposition of pla^n- 

appiara from his testimony Co! ‘toch, all through 

tiff that he iraae five purc teses of 11 c ^ e of Walston) 

the same broker (defendant £„/tha last two 

between July 9, 1970 and J®e t^htantial profit, 

purchases the stock v/as ^ d(»aianated a class representative 

Plaintiff has never before been ^«®- 9 nated a^^^ 

nor has ha served as ®°'^®®?;.^A„Q3ition* "I could not afford 
Sion. Plaintiff stated at his if X didn‘t have 

the time it would take on P That is onQ of 

[a fee for representation of accordingly, the Court finds that • 
the main purposes of f * ^113 ir. negligence litigation do 

tlr. Felton's experience orotcct the interests of the class 

not qualify him adequately to project tne 

he seeks to represent. cnmnlai-.t nanes a large group of 

Moreover, since tie __-_iufloty allegation of con- 

defendants connected only by a cuestlors of law and 

t^lracy, the Court ^- 3 are co!in t^ the all* 9 ed 8.000 
fact sought to he raised there E^marent that if t^ara are 

or more t^ay'^ould predominate over individual 

such coTttson questions, y 

questions. therefore, the Court would 

yor the ‘°«30ing reason , ; this action to proceed 

plaintiffs' metrer. R 7 rtVv 07 

as a class action. See ru e -cj, 

. “ “ " 
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73 Civil 2i>00(DBB) 
JUDGMliNT 


Defendants having moved the Court to dismiss the amended 
complaint, and the said motion having come on to be heard before the ^ 
Honorable Dudley B. Bonsai, United States District Judge, and the 
Court thereafter on March 29,1974, having handed down its memorandum i ^ 


decision granting the said motion and dismissing the amended 
complaint, it is. 




ORDaUJU, ADJUDOER AHR BSCHEED. defendants, WALSTON AHD 00. jh 

INC., ET AL., have Judgment aBalnat the plaintlffa, ROBERT R. FEI,T^,*» 

1 * 

1 AND EDWARD J. EGAN, dismissing the amended complaint, 

/■■■ 

' ' 

I - 

i Dated: Hew York, H. Y. 

I 4 ^ ■* 

ji April 3, 1974 ’• 1 
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